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CHAPTER I  
SOME COSSIDERATIOaS AND OBJECTIVES
A c c o u n tin g  I s  th e  new est and a t  th e  same tim e  th e  l e a s t  
known o f  th e  more Im portant p r o f e s s io n s .  I n d ic a t iv e  o f  the  
a c c o u n tin g  p r o f e s s io n ' s  f a i lu r e  to  make an im p re s s io n  in  th e  
U n ite d  S t a t e s  i s  th e  f a c t  th a t  B r i t i s h  and  A m erican en cy ­
c lo p e d ia s  a l l  l i s t  th e  n a t io n a l  p r o f e s s io n a l  s o c i e t i e s  o f  
th e  two v en era b le  p r o fe s s io n s  o f  law  and m ed ic in e  but make 
no m ention w h atsoever  o f  the corresp on d in g  n a t io n a l  a s s o c i a ­
t i o n  o f  th e  a c c o u n tin g  p r o f e s s io n ,  th e  American I n s t i t u t e  o f  
A cco u n ta n ts , w hich  has been i n  e x is t e n c e  more than s i x t y  y e a r s .  
D e sp ite  a p p a re n t  n e g le c t ,  a t  l e a s t  a s  f a r  as p u b l i c i t y  i s  
con cern ed , a c c o u n ta n ts  have c a rv e d  a s p e c ia l  n iche f o r  them­
s e lv e s  in  o u r  com plex w orld  o f  c o r p o r a t io n s . F o rtu n e  has 
r e c o g n iz e d  th e  A m erican  a c c o u n ta n ts ' p o s i t io n  w ith  th e  fo l lo w in g  
comment ; "Today I  t  i s  no o v ersta tem en t to  say  that th e re  are  
p r e em in e n tly  th r ee  p r o f e s s io n s  upon whose e t h ic s  a s  w e ll  as  
upon whose s k i l l  m odern s o c i e t y  depends: law , m ed ic in e , and
C e r t i f i e d  P u b l ic  A ccou ntan cy ."
A c c o u n tin g  l i k e  most o th e r  p r o fe s s io n s  appears to  have 
ju s t  "growed up" l i k e  th e  p r o v e r b ia l  Topsy o f  U ncle Tom* s 
Cabin. The barber o f  bygone days became th e  d o cto r , th e
 ̂ " C e r t if ie d  P u b lic  A cco u n ta n ts ,"  F o r tu n e , V o l. 5 ,
S o . 6 , J u n e , 1932,
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p le a d e r  in  th e  k in g 's  co u rt became th e  la w y er , and th e  
lo w ly  s c r iv e n e r ,  armed w ith  P a c i o l i ' s  d o u b le -en tr lsm , b e­
came th e  p r o f e s s io n a l  a cco u n ta n t o f  to d a y .
B ut, w h ile  a c co u n ta n ts  th e  w orld  o v e r  u se  th e  same 
t o o l s  o f  a n a ly s is  and s im i la r  m ethods o f  rec o rd in g  tr a n sa c ­
t i o n s ,  th e  a c co u n tin g  p r o fe s s io n  in  ea ch  o f  th e  v a r io u s  
c o u n tr ie s  w herein  i t  e x i s t s  has n o t a ch iev ed  th e  same p la c e  
in  t h e i r  r e s p e c t iv e  n a t io n a l  s o c i e t i e s  in  term s o f  p r e s t ig e ,  
econom ic pow er, and d egree o f  a c ce p ta n c e  by o th e r  groups in  
s o c i e t y .
I t  cannot be d is p u te d  th a t  th e  cou n try  in  w hich th e  
p r o fe s s io n  o f  accou n tan cy  has a c h ie v e d  i t s  h ig h e s t  p o s i t io n  
i s  G reat B r i t a in .  The B r i t i s h  ch a rtered  accou n tan t can o n ly  
be compared w ith  th e  la w y ers o f  our country  in s o fa r  as p ro ­
f e s s i o n a l  s ta n d in g  i s  con cern ed , and i f  we c o n s id e r  s o l e l y  
th e  m atter  o f  i n t e g r i t y  we w ould f in d  th a t  th e  ch a r tered  
a c co u n ta n ts  a re  e a s i l y  th e  eq u a l o f  any o rg a n ized  body, pro­
f e s s i o n a l  o r  o th e r w is e , in  th e  U n ited  S t a t e s .
T h is pap er i s  con cern ed  w ith  e x p la in in g  th e  h ig h  
p o s i t io n  a c h ie v e d  by th e  c h a r te re d  acco u n ta n t and comparing 
th e  p r o f e s s io n a l  t r a in in g ,  s ta n d a r d s , s e r v i c e s ,  and a c h ie v e ­
m ents o f  th e  c e r t i f i e d  p u b lic  a cco u n ta n t o f  our own country  
w ith  th o se  o f  h is  B r i t i s h  c o u n te r p a r t . A ls o , some a t t e n t io n  
w i l l  be g iv en  to  th e  problem  o f  d is c o v e r in g  p o s s ib le  means o f
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s t r e n g th e n in g  th e  p o s i t i o n  o f  th e  A m erican  c e r t i f i e d  p u b l ic  
a c c o u n ta n t  o f  tom orrow .
To p ro v id e  a  b a s i s  f o r  com paring  th e  a c h ie v e m e n ts  o f  
th e  c h a r t e r e d  a c c o u n ta n t  an d  h ia  A m erican  p r o f e s s i o n a l  c o u n te r ­
p a r t  I t  w i l l  be n e c e s s a r y  f i r s t  to  m en tio n  b r i e f l y  th e  h i s t o r y  
o f  th e  a c c o u n ta n t  an d  m ore p a r t i c u l a r l y  th e  h i s t o r y  o f  p ro ­
f e s s i o n a l  a c c o u n tin g  s o c i e t i e s ,  f o r  l i t t l e  i n  th e  way o f  p r o ­
f e s s i o n a l  s t a t u s  was a c h ie v e d  by i n d iv i d u a l  p r a c t i t io n e r s  
p r i o r  t o  th e  e s ta b lish m e n t  o f  th e  p r o f e s s i o n a l  s o c i e t i e s .  
C o n s id e r a t io n  w i l l  be g iv en  t o  th e  v a r ia n c e s  i n  a c c o u n tin g  
p r a c t i c e  b e tw een  th e  two c o u n t r i e s ,  and to  th e  t r a in in g  o f  
new members ta k e n  i n t o  th e  p r o f e s s io n *
I t  w i l l  be o f  p a r t ic u la r  im p o rta n c e  to  m easu re  th e  
d e g re e  o f  l e g a l  b a s i s  b e h in d  th e  p r a c t ic e  o f  p u b l ic  a cco u n tin g  
i n  th e  r e s p e c t i v e  c o u n t r i e s *  By " le g a l  b a s i s ” i s  meant th e  
e x t e n t  o f  law s and  r e g u l a t i o n s  upon w h ich  th e  a c c o u n ta n t  can  
b ase  a c co u n tin g  s ta n d a r d s  w h ich , i f  c h a lle n g e d , can be s u p p o r te d  
n o t  o n ly  by  p r o f e s s io n a l  o p in io n  b u t  by w e ig h t o f  law . I t  
w i l l  be shown c o n c lu s iv e ly  th a t  i n  no  s m a ll  m easure th e  
f a i l u r e  o f  th e  c e r t i f i e d  p u b lic  accou n tan t to  e m u la te  h i s  
B r i t i s h  f e l lo w  can  be a t t r i b u t e d  t o  a  la c k  o f  l e g a l  b a s is  In  
s t a t e  and  F e d e r a l  s t a t u t e s  to  augment th e  A m erican a c co u n ta n ts '  
h and  a g a in s t  groups w ie ld in g  d e c i s iv e  econom ic pow er.
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F i n a l l y  th e  w r i t e r  w i l l  a t te m p t  to  su rm ise  what f u t u r e  
a t t a i n m e n t s ,  i f  a n y , may be e x p e c te d  o f  th e  p r o f e s s i o n a l  
a c c o u n ta n ts  in  t h e i r  r e s p e c t i v e  E n g l i s h - s p e a k in g  c o u n t r i e s .
CHAPTER I I  
læVEIAPMEHT OP PR0PE8SI0HAL SOCIETIES
A c c o u n tin g  I n  come fo rm  h a s  been  p r a c t i c e d  by m ankind 
f o r  many c e n t u r i e s . ^  E a r ly  m ethods c o n s i s t e d  m o s tly  o f  
l i s t i n g s  o f  t r a n s a c t i o n s  o f  v a r io u s  k in d s  or  d e s c r i p t i o n s  o f  
p r o p e r ty  l a  n a r r a t i v e  fo rm . An exam ple o f  su c h  a  t r e a tm e n t  
i s  th e  Domesday Book, a  l i s t i n g  o f  crown la n d s and ta x e s  due 
th e r e f ro m , p rep ared  f o r  W illia m  th e  Conqueror i n  1086 .
M odem d o u b le  e n t r y  book keep ing  was d e v e lo p e d  i n  I t a l y  
and  th e  p r in c ip le s  w ere f i r s t  summarized by P ra te r  L ucas 
B arto lo m é  s  P a d  o i l  d a l  B orgo in  h i s  book Summa de A r lth m e tic a , 
G e o m e tr la , P r o p o r t i o n !  e t  P r o p o r t io n sI j t a # ^ p u b l is h e d  in  
V en ice  on Hovember 1 0 , 1 4 9 4 . T h is work i s  a  la n à a a r k  i n  th e  
d ev e lo p m en t o f  a c c o u n tin g , f o r  double e n tr y  b o o k k eep in g  i s  now 
i n  a lm ost u n i v e r s a l  u se  and th e  p r in c ip le s  l a i d  down by P a c io l i  
h av e  been  a  p a r t  o f  v i r t u a l l y  e v er y  book on a c c o u n tin g  s in c e  
h i s  n o ta b le  c o n tr ib u t io n #
I t  m ust be u n d e r s to o d ,  how ever, th a t  th e  s e t t in g  down 
in  w r i t i n g 'o f  a o p b u n tin g  p r in c ip le s  d id  n o t c r e a te  th e
^ The b r i e f  h i s t o r i c a l  n o te s  i n  t h i s  and s u c c e e d in g  
p a ra g re p W  à av e  b e e n  taken  from  C h a p te r  IV ( O r ig in ,o f  P resen t  
A c c o u n tin g  P r in c ip le s )  o f  K e n n e th  M acleal»®  Truth in  A c c o u n tin g , 
P h ila d e lp h ia ;  U n iv e r s i ty  o f  P en n sy lv a n ia  P r e ss , 1959, p p . 6 8 -6 9 ,
2 The E n g lis h  t r a n s la t io n  o f  t h i s  t i t l e  reads "Every­
th in g  a b o u t A r i th m e t i c ,  G eom etry and  P r o p o r t io n . It
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a c c a u a ta n t  p e r  s e . The s c r i v e n e r s  o r  b o o k k e e p e rs  c o n tin u e d  
t h e i r  u n in s p ir in g  r e c o rd  k e e p in g  and  th e  b e g in n in g s  o f  p ro ­
f e s s i o n a l  acconn taaaey  o c c u r r e d  many d e ca d es  l a t e r .  H is to r y  
p r o v id e s  u s  w i th  a  few  g lim p se s  o f  th e  t r a n s i t i o n  from book­
k e e p e r  to  p u b l i c  a c c o u n ta n t .  F o r  ex am p le , i n  M ilan , I t a l ÿ ,  
a  S c a le  o f  f e e s  f o r  a c c o u n ta n ts  was e s t a b l i s h e d  in  1742 , 
H o ld en ’ s  M r e c to r y  o f  London. W estm inster and S o u th w ark ,  
p u b l is h e d  i n  1 8 1 1 , l i s t s  some tw e n ty - f o u r  i n d iv i d u a l s  a s  
a c c o u n ta n ts *  D e sp ite  su c h  in s ta n c e s  i t  seem s c l e a r  t h a t  
l i t t l e  p r o g r e s s  was made i n  th e  p r o f e s s io n a l i z in g  o f  
a c c o u n t in g  u n t i l  th e  m idd le o f  th e  n in e te e n th  century^ and 
f u r t h e r ,  t h a t  th e  d ev e lo p m en t i n  th e  p r o f e s s io n  a t  t h a t  tim e  
was c o n fin e d  e x c l u s i v e l y  t o  th e  B r i t i s h  I s l e s *
D evelopm ent o f  P r o f e s s io n a l  A ccou n tin g  S o c i e t i e s  i n  
G reat B r i t a in *  C o n c u r re n t ly  w ith  th e  I n d u s t r ia l  R ev o lu tio n
® I r l t e r s  on th e  h i s t o r y  o f  a c co u n tin g  a r e  unanimous 
i n  th e  o p in io n  t h a t  th e  p u b l i c  a c c o u n ta n t  a s  we know him 
to d a y  h a rd ly  e x i s t e d  p r io r  t o  t h i s  t im e . F o r  exam ple, L. R. 
D ic k s e e , fo rm e r  p r o f e s s o r  o f  a c c o u n tin g  a t  t h e  U n iv e r s i ty  o f  
London, coamwnte on t h i s  a s  f o l lo w s :  **It seem s c l e a r ,  t h e r e ­
f o r e ,  t h a t  t h e r e  was v e ry  l i t t l e  p r o f e s s io n a l  a c c o u n ta n c y  in  
London b e fo r e  th e  1 9 th  c e n tu r y  .  * In d e e d , l i t t l e  p r o g r e ss  
was made by  p r o f e s s i o n a l  accou n tan cy  i n  G reat B r i t a i n ,  or  
e ls e w h e re ,  u n t i l  th e  m id d le  o f  tW  1 9 th  c en tu ry , when ( s o  f a r  
a t  l e a s t  a s  G re a t B r i t a i n  i s  c o n c e rn e d ) i t  r e c e iv e d  a  g r e a t  
im p e tu s  fro m  th e  g ro w th  o f  l i m i t e d  l i a b i l i t y  com pan ies, and 
a  l i t t l e  l a t e r  fro m  th e  B a n k ru p tc y  A c t, 1869 , w hich to  a  very  
l a r g e  e x te n t  w ith d rew  th e  a d m in is tr a t io n  o f  in s o lv e n t  e s t a t e s  
from  th e  h a n d s  o f  p u b l i c  o f f i c i a l s . *  Law rence R o b e rt D ic k se e , 
"Accountancy m û  A c co u n ta n ts ,*  E n c y c lo p e d ia  B r i t a n n ic a ,  l o t h  
e d i t i o n .  I ,  1 0 2 -4 .
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in  E ngland, wbieb g r e a t l y  in c r e a s e d  th e  s i z e  o f  th e  b u s in e s s  
u n it  and b ro u g h t to  th e  f o r e  ^an in c o r p o r a te d  type o f  b u s in e s s  
o r g a n iz a t io n  i n h e r e n t l y  com plex and l a r g e  in  s i z e  c a l le d  th e  
j o i n t - s t o c k  company, came th e  d ev elo p m en t o f  th e  p u b l ic  
a c c o u n ta n t .  F o r ,  w i th  th e  e x p a n s io n  o f  b u s in e s s  e n t e r p r is e s ,  
th e  need  f o r  trem en d o u s amounts o f  c a p i t a l  became paramount 
and t h i s  need  b ro u g h t I n t o  e x is t e n c e  th e  l im it e d  l i a b i l i t y  
co m p an ie s , w h ich  In  tu rn  made th e  in v e s t o r s ,  th e  c r e d i t o r s ,  
and tW  company managers se p a r a te  and d i s t i n c t  e n t i t i e s ,  
and th ereb y  c r e a t e d  th e  n e c e s s i t y  o f  a f f o r d in g  p r o t e c t i o n  to  
th e  in v e s t in g  p u b l ic  i n  whose h an d s  la y  ow nership d iv o rc e d  
from  a c t i v e  c o n t r o l  o f  c o r p o r a te  a f f a i r s *  Thus th e  s ta g e  
was s e t  f o r  th e  in d ep en d en t e x a m in a t io n  o f  f i n a n c i a l  reco rd s  
by p e r s o n s  s k i l l e d  i n  a c c o u n t in g  and  a u d i t i n g ,  and th e  p r e ­
p a r a t i o n  o f  f i n a n c i a l  r e p o r t s  t o  be su b m itted  t o  th e  p a s s iv e  
owners t h a t  th e y  m ig h t judge i f  th e  m anagem ent o f  t h e i r  
c o r p o r a t io n  was i n  c a p a b le  h a n d s .
I n  1354 th e  p u b l i c  a c c o u n ta n ts  in  Edinburgh, S c o tla n d , 
o r g a n iz e d  th e  I n s t i t u t e  o f  A cco u n ta n ts .*  The fo l lo w in g  year  
th e  I n s t i t u t e  o f  A ccou n tan ts and A c tu a r ie s  was founded  in
F a c ts  a b o u t h is t o r y  o f  S c o t t i s h  and E n g lis h  a cco u n tin g  
s o c i e t i e s  were taken  from  th e  f o l lo w in g  so u rc e : korman E .
m o b s te r ,  "Background o f  th e  New Y ork O .P.A . Law o f  A p r il 17 , 
1 8 96 , and i t s  S u b se q u e n t Amendments," The New Y ork S ta te  
S o c ie ty  o f  C e r t i f ie d  P u b lic  A ccou n tan ts P i f t i e t k  A n n iversary , 
in@7%l547: ppT30%3;.— ---------------------------------------------------
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G lasgow . In  1867 th e  S o c ie ty  o f  A c c o u n ta n ts  was e s t a b l i s h e d  
i n  A b e rd ee n . T hese  S c o t t i s h  s o c i e t i e s  w ere a l l  in c o r p o r a te d  
by  R oyal C h a r te r .
I n  E n g la n d  th e  I n s t i t u t e  o f  A e c o u n ta n ta  was form ed 
i n  1 8 7 0 . S u b s e q u e n t ly  i n  1880 t h i s  s o c i e t y  was in c o r p o r a te d  
by  R oyal C h a r te r  a s  The I n s t i t u t e  o f  C h a r te re d  A c c o u n ta n ts  
i n  England an d  W ales.  I n  I r e l a n d  th e  I n s t i t u t e  o f  C h a r te re d  
A c c o u n ta n ts  I n  I r e l a n d  was in c o r p o r a te d  in  1 8 88 .
The f a c t  t h a t  t h e s e  p r o f e s s i o n a l  a c c o u n tin g  s o c i e t i e s  
w ere i n c o r p o r a te d  was o f  g r e a t  Im p o rta n c e  f o r  th e  re a s o n  
t h a t  u n d e r  B r i t i s h  law  t h e r e  i s  no r e s t r i c t i o n  on th e  r i g h t  
t o  p r a c t i c e  a s  aua a c c o u n ta n t .  B r i t i s h  law  c o u r t s ,  h o w ev er, 
p r o t e c t e d  th e  d e s ig n a t io n  o f  th e  members o f  th e  In corp ora ted  
p r o f e s s i o n a l  b o d ie s  a s  ^ c h a r t e r e d  a c c o u n ta n ts ’* i n  a  s e r i e s  
o f  c o u r t  d e c i s io n s  so  t h a t  th e  u s e  o f  th e  t i t l e  " c h a r t e r e d  
a c c o u n ta n t"  h a s  b e e n  c o n f in e d  e x c l u s i v e l y  t o  th e  members o f  
th e  a c c o u n t in g  s o c i e t i e s  m e n tio n e d  a b o v e .
During t h i s  p e r io d  o f  th e  o r g a n iz a t io n  and d e v e lo p ­
m ent o f  p u b l i c  a c c o u n t in g  s o c i e t i e s ,  i t  s h o u ld  n o t  be  f o r ­
g o t te n  t h a t  t h e r e  was much r e g u l a t o r y  l e g i s l a t i o n  in c lu d in g  
th e  b e g in n in g  o f  a  s e r i e s  o f  C om panies A cta  in  1844 and o th e r  
e n a c tm e n ts  s u c h  a s :  R e g u la t io n  o f  R a ilro a d s A c t, 1879;
D i s t r i c t  A u d i to r s  A c t ,  1879 ; B u i ld in g  S o c i e t i e s  A c t, 1396; 
I n d u s t r i a l  and  P ro v id e n t  S o c i e t i e s  A c t, 1893; T ru stee  S av in gs
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A c t, 1393• T hese  a c t s  b o th  s t im u la te d  th e  g row th  o f  and 
s tr e n g th e n e d  th e  a c c o u n t in g  p r o f e s s i o n  I n  t h a t  the v a r io u s  
m easures c a l l e d  f o r  th e  appointm ent o f  Independent a u d i t o r s  
w h ich  w h ile  I n c r e a s in g  th e  p u b l i c  r e s p o n s i b i l i t i e s  o f  
a c c o u n ta n ts  ( u s u a l ly  c h a r t e r e d  a c c o u n ta n ts ,  th o u g h  th e  a c t s  
d id  n o t m ention  th em  by name) a l s o  I n c r e a s e d  t h e i r  pow er and  
p r e s t ig e #  Subsequent a c t s ,  e n h a n c in g  even  f u r t h e r  th e  p o s i t io n  
o f  B r i t i s h  a o e o u n ta n ts , w i l l  be  d i s c u s s e d  In  d e t a i l  u n d e r 
th e  s e c t io n  e n t i t l e d  "L egal B a s is  o f  th e  A c co u n tin g  P r o fe s s io n  
I n  G reat B r i t a in ."
D ev e lo p n ^ n t o f  P r o f e s s io n a l  A c c o u n tin g  S o c ie t i e s  i n  
th e  U n ite d  S t a t e s * In  th e  U n ite d  S t a t e s ,  a s  i n  Great B r it a in ,  
th e  developnm nt o f  a c c o u n t in g  p a r a l l e l e d  th e  growth o f  l a r g e  
s c a l e  e n t e r p r i s e  an d  th e  o o r p o r a te  fo rm  o f  b u s in e s s  o r g a n is a ­
t io n *  When b u s in e s s  e n t e r p r i s e s  w ere  m odest In  sco p e  and  
c o n d u c te d  by  i n d i v i d u a l  p r o p r i e t o r s ,  tW  a o c o u n tln g  p ro b le m s , 
when th e y  a r o s e ,  w ere  p ro b a b ly  h a n d le d  by  th e  p r o p r i e t o r s  
th e m se lv e s*  That th e  q u a l i t y  o f  judgment o f  th e  In d iv id u a l  
p r o p r i e t o r s  <xi a c c o u n t in g  m a t t e r s  v a r i e d  w id e ly  c a n n o t be  
d o u b te d  b u t  w here  t h e  b u s in e s s  u n i t  was i n d i v i d u a l l y  owned 
th e  m o st e r ro n e o u s  s e t  o f  a c c o im tln g  r e c o r d s  d e c e iv e d  a t  
m oat th e  p r o p r i e t o r ,  th e  a r c h i t e c t  o f  t h e ir  i n e x a c tn e s s .
Whan b u s in e s s  e n t e r p r i s e ,  e m p lo y in g  th e  c o rp o r a te  fo rm , b e ­
came l a r g e ,  b u s in e s s  t r a n s a c t i o n s  became m ore com plex , d u t ie s
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had  to  be d iv id e d ,  and  th e  i n d i v i d u a l  p r o p r i e t o r  gave way 
to  th e  m anagem ent group and  i n v e s t o r  group* The i n v e s to r  
g roup  d u r in g  th e  e a r l y  i n d u s t r i a l  deve lopm en t o f  th e  U n ite d  
S t a t e s  in e lu d e d  many B r i t i s h  c a p i t a l i s t s  and  th u s  i t  was a  
n a t u r a l  d ev e lopm en t from  a n  e s t a b l i s h e d  B r i t i s h  p r a c t i c e ,  
t h a t  o f  h a v in g  a u d i t o r s  con firm  th e  r e p r e s e n ta t i o n s  o f  
m anagem ent, becam e a  p a r t  o f  a c c e p te d  A m erican  b u s in e s s  
p r a c t i c e * .  Thus th e  a c c o u n tin g  p r o f e s s io n  to o k  r o o t  in  th e  
U n ite d  S t a te s  a s  an o f f s h o o t  o f  a p r o fe s s io n  a l r e a d y  e s ta b ­
l i s h e d  abroad and a s  a  r e s u l t  o f  t h i s  a l l  p u b l i c  a cco u n tin g  
i n  th e  U n ited  S t a t e s  was done a t  f i r s t  by  branches o f  B r i t i s h  
a c c o u n tin g  f i r m s ,  who had fo l lo w e d  B r i t i s h  in v estm en ts  h e re  
t h a t  th e y  m ight w a tch  o v e r  tham*
I t  i s  b e l i e v e d  th a t  p r i o r  t o  th e  1880» s  th e r e  were 
few  p u b lic  a c c o u n ta n ts  i n  th e  U n ited  S t a t e s  as we know them  
to d a y .  Some have s u g g e s te d  James A* B e n n e tt  o f  Sew Y ork a s  
p o s s i b l y  th e  f i r s t  A m erican  p u b l i c  a ccou n tan t and h i s  p ro ­
f e s s i o n a l  a c t i v i t i e s  have  been  r e p o r t e d  a s  b eg in n in g  i n  
1818.®  I t  a p p ea rs , how ever, th a t  he was more o f  a tea c h e r
K
I n f o r m a t io n  on th e  e a r ly  h i s to r y  o f  American
a c c o u n ta n c y  h a s  been taken  from  th e  fo l lo w in g  s o u rc e :  
Horman B. i e b s t e r ,  "^Public A ccountancy in  th e  U nited  
S t a t e s ,"  The A m erlcan I n s t i t u t e  o f  A c c o u n ta n ts  F i f t i e t h
A n n iversary  G e le S ra t 'io n , '1937, ‘C oncord : fE e ..Rumford
f E e s s T  p p / l J T : H 9 : ---------
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o f  b o o k k e ep in g  th a n  a  p u b l i c  a c c o u n ta n t .  A lso  he p u b l is h e d  
in  1814 The A m erican  System  o f  P r a c t i c a l  B ookkeep ing , a 
work f o r  w hich  t h e r e  was s u f f i c i e n t  demand to  w arrant some 
41 e d i t i o n s  in  th e  p e r io d  o f  1814 t o  1862 .
The f i r s t  A m erican  p u b l ic  a c c o u n tin g  f ir m  seems to  
have  h ad  i t s  o r i g i n  i n  1 8 8 1 , T h is  f i r m .  Candor & C arn es , 
was fo u n d e d  in  C in c in n a t i ,  O h io . I t  may be o f  i n t e r e s t  t o  
n o te  t h a t  th e  l a r g e s t  p u b l ic  a c c o u n tin g  f i r m  in  the U n ited  
S ta t e s  today o r ig in a te d  i n  London i n  1860 and was fo u n d ed  
by two c h a r t e r e d  a c c o u n ta n ts ;  i t s  American p a r tn e rsh ip  i s  
now l a r g e r  th a n  th e  fo u n d in g  p a r tn e r s h ip .®  Many o th e r  
n a t i o n a l l y  known a c co u n tin g  f i m a  i n  tM  U n ite d  S ta te s  to d a y  
have had  c h a r t e r e d  a c c o u n ta n ts  i n  t h e i r  " f a m ily  t r e e s . "
In 1886 t h e r e  a p p e a rs  to  have  been  a b o u t tw e n ty - f iv e  
p r o f e s s i o n a l  p u b l ic  a c c o u n ta n ts  i n  th e  U n ited  S t a t e s ,  m ost 
o f  whom l i v e d  i n  Mew York* The num ber o f  a cco u n tin g  f i rm s  
a t  t h i s  tim e p rob ab ly  d id  n ot e x c e e d  s i x .
N a tio n a l S o c i e t i e s . The id e a  o f  b r in g in g  th e  a c c o u n t­
a n t s  t o g e t h e r  t o  form  an  o r g a n iz e d  body a p p a ren tly  came from  
an  E nglishm an, one Edwin G u th r ie ,  th e  E n g l i s h  p a r t n e r  o f
® The f i r m  r e f e r r e d  to  i s  P r i c e ,  W aterhouse & C o., 
th e  T ita n  o f  a c c o u n t in g  p a r tn e r s h ip s , w ith  b ran ch es a l l  
o v er  th e  w o rld . I t s  p e r so n n e l t a k e s  p le a su r e  in  the f ir m 's  
m o tto :  "The sun n e v e r  s e t s  on P r ic e ,  W aterhouse."
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th e  A m erican  f i r m  o f  B arrow , Wade, G uthrie & Company (fo u n d ed  
i n  1 8 6 3 } Am a r e s u l t  o f  h i s  l e a d e r s h ip  th e  f i r s t  s o c i e t y  
o f  p u b l i c  a c c o u n ta n t#  came i n t o  e a lm te n c e  on A ugust 13 ,
1 8 87 , ih id e r  th e  name o f  th e  Amerl can  A s s o c ia t io n  o f  P u b lic  
A c c o u n ta n t# «
P e rh a p s  th e  m ost im p o r ta n t  acco m p lish m en t o f  th e  
A m erican  A s s o c ia t io n  o f  P u fa lic  A c c o u n ta n t#  (h e r e in a f te r  
r e f e r r e d  to  a s  th e  A s s o c ia t io n ) d u r in g  the f i r s t  decade 
o f  i t s  e x i s t e n c e  was th e  e n a c tm e n t o f  a  law  l i c e n s in g  
a c c o u n tin g  p r a c t i t i o n e r #  and  p r o v id in g  t h a t  th e  t i t l e  
“ C e r t i f i e d  P u b l ic  A c c o u n ta n t"  c o u ld  n o t  be u s e d  in  connec­
t i o n  w ith  an  a c c o u n t a n t 's  name u n le s s  he had  p a s s e d  a  
q u a l i f y i n g  e x a m in a t io n .  T h is n o t  o n ly  e s t a b l i s h e d  and r e ­
s e r v e d  th e  t i t l e  " C e r t i f i e d  P u b l ic  A c c o u n ta n t"  b u t  a t  th e  
same tim e gave th e  p r o f e s s i o n  i t s  f i r s t  l e g a l  r e c o g n i t i o n .
The A s s o c ia t io n  d id  n o t  rem a in  th e  o n ly  n a t io n a l  
a c c o u n tin g  s o c i e t y ,  i n  1902 th e  F e d e r a t io n  o f  S o c i e t i e s  o f  
P u b l ic  A c c o u n ta n ts  i n  U n ite d  S t a t e s  o f  America was o r g a n iz e d .  
T h is  body drew  i t s  members from  th e  s t a t e  s o c i e t i e s  e x is t in g  
a t  th e  tim e  and  had a s  i t s  o b j e c t iv e  th e  prom otion o f
«7
T h is s e c t io n  on th e  h i s t o r y  o f  n a t io n a l s o c i e t i e s  
i s  tak en  fro m  th e  f o l lo w in g  s o u r c e :  "A H is to r y  o f  th e
A m erican  I n s t i t u t e  o f  A cco u n ta n ts ,"  fo re w o rd  to  The American
I n s t i t u t e  o f  A ccou n tan ts F i f t i e t h  A n n iv e rs a ry  C e le b r a t io n ,  
TS5¥J~"CÔncordi The Rumford P r e s s ,  p p . 3 -2 9 .
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a c c o u n ta n c y  l e g i s l a t i o n  in  o t h e r  s t a t e s  l a c k in g  law s upon 
th e  s u b j e c t ,8 The F e d e r a tio n  d id  n o t  e x i s t  a s  a  s e p a r a t e  
a c c o u n tin g  s o c i e t y  f o r  v e ry  long*  I t  becam e a p p a re n t  th a t  
th e r e  was no need  f o r  two n a t i o n a l  a c c o u n tin g  o r g a n iz a t io n s  
and so  th e  F e d e r a t io n  was i n  1905 merged w ith  th e  A s s o c ia t io n .
In  1916 th e  A s s o c ia t io n  became th e  I n s t i t u t e  o f  
A c c o u n ta n ts  i n  th e  O n ite d  S t a t e s .  C erta in  s t r u c t u r a l  changes 
were made in  th e  o r g a n is a t io n  a t  th a t  tim e in c lu d in g  a  
p r o v is io n  p u t t in g  membership In  th e  I n s t i t u t e  on an in d iv id u a l  
b a s is  r a th e r  than on a  p a r t ic ip a t in g  s t a t e  s o c i e t y  b a s i s .
The i n i t i a l  membership i n  th e  new ly c o n s t i t u t e d  I n s t i t u t e  
was 1150 ,
The y ea r  1917 saw a  f i n a l  re fin em en t i n  th e  name o f
th e  n a t io n a l  o r g a n iz a t io n  a s  i t  became the American I n s t i t u t e  
o f  A ccou n tan ts and t h i s  name h a s  rem ained unchanged  to  th e  
p r e se n t  t im e .
The I n s t i t u t e  was d e s t in e d  to  Imve one more co m p etito r  
f o r  th e  n a t io n a l  le a d e r s h ip  o f  a c c o u n ta n ts *  In  1921 th e  
Am erlcan  S o c ie ty  o f  C e r t i f i e d  P u b l ic  A ccou ntan ts was fo rm ed  
i n  C hicago. T h is  o r g a n is a t io n  had a s  one o f  I t s  s t a t e d  
o b j e c t iv e s  th e  u n i t i n g  o f  a l l  C e r t i f ie d  P u b lic  A cco u n ta n ts,
Ô At th e  tim e th e  F e d e r a tio n  was o rg a n ized  on ly  fo u r  
s t a t e s  had accou n tan cy  la w s . These w ere; Sew York (1 8 9 6 ) , 
P en n sy lv a n ia  (1 3 9 9 ) , M ary lan d  (1 9 0 0 ) , C a l i f o r n ia  (1 3 0 1 ) ,
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w hether or n o t  th e y  happened to  be e l i g i b l e  f o r  m em bership 
In  th e  I n s t i t u t e .  I t  g r a d u a lly  became apparent aga in  th a t  
th e r e  was no  more n e e d  f o r  two n a t io n a l  a c c o u n t in g  o r g a n lz a -  
t lo n s  than  f o r  two Am erican Bar A s s o c ia t io n s  f o r  th e  la w y e r s .  
F i n a l l y  In  1936 a m erger was e f f e c t e d  and th e  I n s t i t u t e ,  w i th  
a c o n s id e r a b le  juag> In  i t s  m em bership, became once a g a in  (and  
a s  I t  I s  tod ay ) th e  o n ly  n a t io n a l  o r g a n iz a t io n  f o r  C e r t i f ie d  
P u b lic  A c c o u n ta n ts . In  1948 I t  had ov er  1 2 ,0 0 0  C e r t i f ie d  
P u b lic  A ccou n tan ts a s m em hers--how ever, th e  I n s t i t u t e  s t i l l  
d id  n o t  have q u it e  o a e * h a lf  o f  th e  C e r t i f ie d  P u b lic  A ccou ntan ts  
as th e r e  were o v e r  2 5 ,0 0 0  c e r t i f i e d  men In  th e  U n ite d  S ta te s  
In  t h e  same y e a r .
S t a t e  S o c i e t i e s . The s t a t e  s o c i e t y ,  f o r  w hich th e  
B r i t i s h  have  no c o u n te r p a r t . I s  c o n c o m ita n t w ith  th e  American 
F ed era l Type o f  governm ental o r g a n iz a t io n . Each s t a t e  bad t o  
p a s s  I t s  own accou n tan cy  l e g i s l a t i o n *  and In e a c h  s t a t e  a c c o u n t­
a n t s  o r g a n iz e d  t h e i r  own p r o f e s s i o n a l  a c co u n tin g  s o c i e t y .
As a  co n seq u en ce  o f  th e  dependence upon s t a t e  a c t io n ,  which  
I s  a lw ays v a r ia b le ,  we f in d  a s  we would e x p e c t t o  f in d  
d if f e r e n c e s  betw een  th e  s t a t e  law s upon accou n tan cy ,
P r io r  t o  th e  y ea r  1 9 0 0 , o n ly  two s t a t e s  had t h i s  
l e g i s l a t i o n ;  from  1900 th rou gh  1909 an a d d it io n a l  n in e te e n  
s t a t e s  en a c te d  accou n tan cy  la w s , and from  1910 through 1919 , 
tw e n ty - f iv e  more p a sse d  s im i la r  l e g i s l a t i o n .
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v a r i a t i o n s  i n  th e  o r g a n iz a t io n  o f  th e  s t a t e  s o c i e t i e s  and 
in  th e  p ro b lem s f a c in g  a c c o u n ta n ts  fro m  s t a t e  to  s t a te *
Even th e  e v e r - p r e s e n t  q u e s t io n  o f  w hat t o  do about non­
c e r t i f i e d  a c co u n ta n ts  v a r ie s  i n  c o m p le x ity ;  In  f a c t ,  i t  
am ounts t o  a b o u t  f o r t y - n i n e  v e r s io n s  o f  th e  same q u e s tio n *
I t  i s  n o t p o s s ib le  o r  n e c e s s a r y  t o  d is c u s s  th e  v a r io u s  
s t a t e  s o c i e t i e s  i n  d e t a i l*  E ach owes i t s  co n tin u ed  e x is t e n c e  
l a r g e ly  to  th e  l o c a l  a c c o u n ta n c y  l a v s  w hich  f r e q u e n t ly  m ust 
be defen d ed  b u t  a r e  seldom  im proved* Probably th e  most 
p o w e rfu l  o f  a l l  o f  th e  s t a t e  s o c i e t i e s  i s  th e  New York S t a t e  
S o c ie ty  o f  C e r t i f i e d  P u b l ic  A c c o u n ta n ts ,  th e  la r g e s t  and  
o l d e s t  s o c i e t y  i n  th e  Q h ite d  S ta te s *  O rganized in  1897 i t  
h a s  b een  a  le a d e r  i n  th e  movement t o  s tr e n g th e n  th e  a c c o u n tin g  
p r o f e s s i o n  th rou#%  i n c r e a s i n g  e d u c a t io n a l req u irem en ts ,  e t c .
A t p r e s e n t  t h e  v a r io u s  s t a t e  s o c i e t i e s  have  a  t o t a l  member­
sh ip  o f  o v e r  1 5 ,0 0 0 .
I n  summary o f  t h e  d i s c u s s io n  o f  th e  developm en t o f  
n a t i o n a l  and  s t a t e  s o c i e t i e s  and th e  accom panying  accountancy  
law s i t  h as been se en  t h a t  th e  d e ter m in a tio n  o f  th e  q u a l i f i ­
c a t io n s  f o r  o b t a in in g  th e  l i c e n s e  t o  p r a c t i c e  a s  a  C e r t i f ie d  
P u b l ic  A ccountant h a s  i n  th e  U n ite d  S t a t e s  been l e f t  (o f  
n e c e s s i t y )  t o  th e  in d iv id u a l  s t a t e s  and t h e i r  r e s p e c t iv e  
l e g i s l a t i v e  b o d ie s .  As p r e v io u s ly  n o ted  th e  f i r s t  l e g a l  
r e c o g n it io n  t o  a c c o u n t in g  was g iv e n  by  New York S t a t e  i n
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1896 when th e  l e g i s l a t u r e  p a s s e d  law s^^  p e r t a i n i n g  to  th e  
l i c e n s i n g  o f  C e r t i f ie d  P u b l ic  A c c o u n ta n ts*  I n  tim e  th e  r e s t
The e n a c tm e n t i s  q u i t e  b r i e f  and  i s  g iv e n  h e re  
b e c a u se  I t  s e r v e d  a s  a  m odel f o r  th e  law s i n  o t h e r  s t a t e s  
f o r  th e  n e x t  t h i r t y  y e a r s *  TW  f u l l  t e x t  f o l lo w s :
S e c t io n  1# Any c i t i z e n  o f  th e  U n ite d  S t a t e s ,  o r  
p erson  who h a s  d u ly  d e c la r e d  h i s  i n t e n t i o n  o f  becom ing su c h  
c i t i z e n ,  r e s i d i n g  o r  h a v in g  a  p l a c e  f o r  th e  r e g u l a r  t r a n s ­
a c t i o n  o f  b u s in e s s  in  th e  s t a t e ,  b e in g  o v e r  th e  age  o f  tw en ty - 
one y e a r s  an d  o f  good  m o ra l c h a r a c t e r ,  and  who s h a l l  have 
r e c e iv e d  fro m  th e  r e g e n t s  o f  th e  u n i v e r s i t y  a  c e r t i f i c a t ®  
o f  h is  q u a l i f i c a t i o n s  t o  p r a c t i c e  a s a  p u b l i c  e x p e r t  
a c c o u n ta n t  a s  h e r e i n a f t e r  p r o v id e d ,  s h a l l  be  s t y l e d  and 
known a s  a  c e r t i f i e d  p u b l ic  a c c o u n ta n t ;  and  no o t h e r  p e rs o n  
s h a l l  assum e su c h  t i t l e ,  o r  u s e  th e  a b b r e v ia t io n  C* P* A. 
o r  any o t h e r  w o rd s , l e t t e r s  o r  f i g u r e s  to  i n d i c a t e  t h a t  th e  
p erso n  u s in g  th e  same i s  s u c h  c e r t i f i e d  p u b l ic  a c co u n ta n t.
S e c t io n  2* The r e g e n t s  o f  th e  u n i v e r s i t y  s h a l l  make 
r u l e s  f o r  th e  exam in ation  o f  p e r so n s  a p p ly in g  f o r  c e r t i f i ­
c a t e s  under t h i s  a c t ,  and  may a p p o in t  a  board o f  t h r e e  
exam iners f o r  th e  p u r p o s e ,  w h ich  b o a rd  s h a l l ,  a f t e r  th e  y e a r  
e ig h te e n  h u n d re d  a n d M n e ty  s e v e n , be com posed o f  c e r t i f i e d  
p u b l i c  a c c o u n ta n ts *  The r e g e n t s  s h a l l  c h a rg e  f o r  exam in ation  
and c e r t i f i c a t e  su c h  f e e  a s  may be  n e c e s s a r y  to  m eet th e  
a c t u a l  e x p e n se s  o f  s u c h  e x a m in a t io n s ,  and th e y  s h a l l  r e p o r t ,  
a n n u a l ly ,  t h e i r  r e c e i p t s  an d  e x p e n s e s  under th e  p r o v is io n s  
o f  t h i s  a c t  t o  th e  s t a t e  c o m p t r o l l e r ,  and p ay  th e  balan ce  
o f  r e c e i p t s  o v e r  e x p e n d itu r e s  t o  th e  s t a t e  t r e a s u r e r ;  The 
r e g e n t s  may re v o k e  any s u c h  c e r t i f i c a t e  f o r  s u f f i c i e n t  cau se  
a f t e r  w r i t t e n  n o t i c e  t o  th e  h o ld e r  th e r e o f  and  a  h e a r in g  
th e re o n *
S e c t io n  S . The r e g e n ts  may, i n  t h e i r  d i s c r e t i o n ,  
w aive th e  e x a m in a tio n  o f  an y  p e r so n  p o s s e s s in g  th e  q u a l i f i c a ­
t i o n s  m e n tio n e d  i n  s e c t i o n  one who s h a l l  have b e e n , f o r  more 
$han  one y e a r  befow » th e  p a s s a g e  o f  t h i s  a c t ,  p r a c t i c i n g  in  
t h i s  s t a t e  on h i s  own a c c o u n t ,  a s  a  p u b l i c  a c c o u n ta n t ,  and  
wW s h a l l  i ^ p l y  i n  w r i t i n g  f o r  su ch  c e r t i f i c a t e  w ith in  one 
y e a r  a f t e r  t h e  p a s s a g e  o f  t h i s  a c t*
S e c t io n  4* Any v i o l a t i o n  o f  t h i s  a c t  s h a l l  be a  
m isdem eanor*
S e c t io n  5 .  T h is a c t  s h a l l  ta k e  e f f e c t  im m ed ia te ly . 
(T aken from  taw s o f  1 3 9 6 , Chap. 3 1 2 ) .
ÎMWtt o f  th e  S t a t e  o f  Sew Y ork (A lb an y : W. C. L i t t l e
& CO., T T t E s p :  2 6 5 -4 .
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o f  th e  f o r t y - e i g h t  s t a t e s ,  and  th e  D i s t r i c t  o f  Colum bia 
adop ted  l e g i s l a t i o n  o f  a  s im i la r  ty p e .
I t  s h o u ld  be em phasized  t h a t  none o f  th e  s t a t e s  
a ttem p ted  i n  t h i s  i n i t i a l  l e g i s l a t i o n  t o  r e g u l a t e  th e  
p r a c t i c e  o f  p u b l i c  a c c o u n t in g :  th e  s o le  o b je c t iv e  o f  th e
s t a t u t e s  was t o  r e s t r i c t  th e  u se  o f  th e  t i t l e  " C e r t if ie d  
P u b lic  A ccou n tan t."  Thus i n  th e  U n ited  S t a te s  the a u th o r ity  
f o r  c o n fe r r in g  the t i t l e  o f  C e r t i f i e d  P u b l ic  A ccountant 
i s  v e s te d  i n  th e  v a r io u s  s t a t e  governm ents: i n  Great B r ita in
i t  i s  th e  fu n c t io n  o f  th e  C hartered  s o c i e t i e s .  The American 
c o u n terp a rt o f  th e  B r i t i s h  C h a r te r e d  s o c i e t i e s ,  th e  American 
I n s t i t u t e  o f  A c c o u n ta n ts ,  i s  p o w e r le ss  to  make i t s  d e s ir e s  
e f f e c t i v e  e x c e p t  th ro u g h  th e  ro u n d a b o u t p ro c e s s  o f  i n ­
f lu e n c in g  th e  v a r io u s  s o c i e t i e s  who in  tu rn  may attem pt to  
a p p ly  p r e s s u r e  t o  t h e i r  r e s p e c t i v e  s t a t e  l e g i s l a t u r e s .  
I l l u s t r a t i v e  o f  w hat may be a c c o m p lish e d  by t h i s  method i s  
th e  m a t t e r  o f  s t a n d a r d i z e d  ex a m in a tio n s to  t e s t  th e  q u a l i f i c a ­
t io n s  o f  p r o s p e c t iv e  C e r t i f i e d  P u b lic  A cco u n ta n ts . The 
I n s t i tu t e -p r e p a r e d  e x a m in a t io n s  are now u sed  in  46 o f  the  
48 s t a t e s  and th e  D i s t r i c t  o f  C o lum b ia . In  o th e r  m a tters  
th e  I n s t i t u t e  has n o t been  so  s u c c e s s f u l ,  in s ta n c e s  o f  which  
w i l l  be a llu d e d  t o  l a t e r .  In  a l l  problem s fa c in g  a c c o u n ta n ts ,  
th e r e f o r e ,  w h e th e r  th e y  are n a t io n a l  or  l o c a l ,  i t  must alw ays
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be remembered th a t  b o th  th e  I n s t i t u t e  and th e  s t a t e  s o c i e t i e s  
are  p r iv a t e  groups and o n ly  I n c id e n t a l ly  o f f i c i a l .  They can 
o n ly  hope to  s o lv e  t h e ir  problem s th ro u g h  the medium o f
o f f i c i a l  c o o p e r a t io n .
CHAPTER I I I  
PROFESSIONAL STANDARDS
The b ackbone  o f  an y  p r o f e s s i o n  i s  h ig h  s ta n d a r d s  o f  
com petence  an d  co n d u ct, f o r  o n ly  then  i s  t h e r e  any a s s u ra n c e  
th a t  t h e r e  w i l l  b e  p ro v id e d  t h a t  l e v e l  o f  p r o f e s s i o n a l  
p e rfo rm a n c e  w h ich  w i l l  I n s u r e  t h a t  th e  p u b l ic  w e lf a r e  i s  
a d e q u a te ly  s e r v e d . C o n s e q u e n tly , i t  I s  p e r f e c t l y  n a t u r a l  
t o  s e e  o r g a n iz a t io n s  o f  p r o f e s s i o n a l  men a ttem p tin g  t o  
r a i s e  t h e i r  s t a n d a r d s  fro m  tim e  to  t im e  in  an  e f f o r t  t o  
a f f o r d  th e  p u b l i c  w i th  t h a t  k in d  o f  p r o f e s s i o n a l  s e r v ic e  
w h ich  w i l l  en h an ce  th e  p r e s t i g e  o f  th e  p r o f e s s i o n ,  p re ser v e  
i t s  econom ic a d v a n ta g e s ,  and in su r e  t h e  c o n t in u a t io n  o f  th e  
p r o f e s s i o n  i t s e l f .  I t  w i l l  be th e  p u rp o se  o f  t h i s  c h a p te r  
t o  r e c o u n t  th e  v a ry in g  d e g re e s  o f  s u c c e s s  w h ich  have a tten d e d  
th e  e f f o r t s  t o  m a in ta in  p r o f e s s i o n a l  s t a n d a r d s  b o th  in  G re a t 
B r i t a i n  and  i n  th e  U n ited  S t a t e s .  In t h i s  c o n n e c tio n  i t  w i l l  
be n e c e s s a r y  t o  to u c h  upon  th e  t r a in in g  o f  w ould-be p r a c t i ­
t io n e r s  who have s u b m i t te d  th e m s e lv e s  f o r  p r o f e s s i o n a l  
t r a i n i n g  in  a c c o u n ta n c y .
P r o f e s s io n a l  S ta n d a rd s  in  G re a t B r i t a i n . The e x te n t  
o f  p u b l ic  a c ce p ta n c e  o f  any  p r o f e s s i o n  depends i n  p a r t  upon 
th e  q u a l i f i c a t i o n s  o f  th e  p r a c t i t i o n e r s  i n  t h a t  f i e l d .  I t  
i s  a p p a r e n t  th a t  th e  f o r m u la t io n  o f  p r o f e s s i o n a l  stan d ard s  
may be  by  s t a t u t e  o r  b y  v o lu n ta r y  m eans, or  by a  c o m b in a tio n  I n
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w hich  minimum s ta n d a r d s  p r e s c r i b e d  by law  a re  supplem ented  
by  s e l f - im p o s e d  s ta n d a r d s  o f  a  h ig h  o r d e r . In  Great B r i t a i n  
th e  h ig h  sta n d a rd s o f  th e  p r o f e s s i o n a l  c o n d u c t o f  C hartered  
A c c o u n ta n ts  have  b een  a t t a i n e d  by v o lu n ta r y  m eans. The 
C h a r te r e d  s o c i e t i e s  a t  a  v e ry  e a r l y  tim e  r e c o g n ise d  t h a t  
a c co u n ta n ts  w ould  have  t o  be  men o f  a b s o lu te  i n t e g r i t y  and 
who p o s s e s s  a  h ig h  d e g re e  o f  t e c h n i c a l  s k i l l  i f  th e y  were to  
m eet th e  e v e r -b ro a d e n in g  r e s p o n s i b i l i t i e s  p la c e d  upon B r i t i s h  
a c co u n ta n ts  by B r i t i s h  r e g u la to r y  l e g i s l a t i o n ,  B r i t i s h  law  
c o u r t s ,  and  b y  th e  B r i t i s h  p u b l i c .  And th e  c o n s ta n t  im­
p ro v em en t o f  p r o f e s s io n a l  s t a n d a r d s  b ro u g h t even  g r e a te r  
r e c o g n i t i o n  t o  th e  C h a r te r e d  A ccountant a s  tim e  p a s s e d  and 
e v e n tu a l ly  b ro u g h t th e  C h a r te r e d  A ccou n tan ts t o  th e  very  
p in n a c le  o f  p r o f e s s i o n a l  a tta in m en t i n  G re a t B r i t a i n .
In  an  e n d e a v o r  t o  m a in ta in  th e  p r o f e s s i o n a l  stan d ard s  
th e  c h a r te r e d  s o c i e t i e s  have  been  q u i t e  s e l e c t i v e  in  c h o o s in g  
p r o s p e c t iv e  new memW rs f o r  th e  p r o f e s s i o n .  T h e i r  t r a in in g  
p ro g ram  i s  b r i e f l y  su a m a r lz e d  In  th e  fo l lo w in g  p a ra g r a p h s .
Mode o f  E n te r in g  t h e  A ccou n tin g  P r o f e s s io n  in  G re a t 
B r i t a i n . T ra in in g  f o r  c h a r te r e d  accou ntancy  c o n s i s t s  o f
p r a c t i c a l  e x p e r ie n c e  i n  a n  a c c o u n ta n t ’ s  o f f i c e  to g e th e r  
w i th  p a r t - t i m e  s tu d y  i n  p r e p a r a t i o n  f o r  th e  e x a m in a tio n s  o f  
e i t h e r  th e  I n s t i t u t e  o f  C h a r te r e d  A ccou n tan ts o f  E ngland  and
e i
® a le s ,  o r  th e  G e n e ra l  E xam in ing  B oard  o f  th e  C h a r te re d  
â c c o iin ta n ta  o f  S c o t la n d  ( th e  t h r e e  S c o t t i s h  S o c i e t i e s  o f  
( b a r t e r e d  A c c o w n ta n ts , v iz *  th e  S o c ie ty  o f  A c c o u n ta n ts  in  
E dinburgh, th e  I n s t i t u t e  o f  A c c o u n ta n ts  mad A c tu a r ie s  i n  
G lasgow and  th e  S o c ie ty  o f  A c c o u n ta n ts  In  A b e rd een , have 
s i m i l a r  q u a l i f i c a t i o n s  f o r  membership and  a l l  e x a m in a tio n s  
t o  g a in  m em bership  in  any  one o f  t h e  t h r e e  s o c i e t i e s  a r e  
h e ld  by th e  G e n e ra l  E xam in ing  B o a rd , l o c a te d  in  G lasgow , 
S c o tla n d ) •
The m ethods b y  w h ich  membership o f  th e se  p r o f e s s io n a l
b o d ie s  can  be se c u r e d  a r e  b r i e f l y  a s  fo l lo w s :^
A. C hartered A c c o u n ta n ts  (England and W a le s ) .
(1 ) Membership o f  th e  I n s t i t u t e  o f  C hartered  
A c c o u n ta n ts  o f  England an d  W ales can be o b ta in ed
o n ly  by s e r v ic e  a s  an  a r t i c l e d  c l e r k  w i th  a  member 
o f  th e  I n s t i t u t e  i n  p r a c t i c e  i n  E n g land  and  W ales and 
by  p a s s in g  th e  e x a m in a t io n s  o f  th e  I n s t i t u t e .
(2) B efore  a  p erso n  can  become an a r t i c l e d  c le r k  
be m ust be a t  l e a s t  16 y e a r s  o f  age  and m ust have 
p a s s e d  th e  I n s t i t u t e ' s  P re lim in a ry  exam in ation  o r
o b ta in e d  e x e m p tio n  th e r e f ro m . A r t i c l e s  o f  c le r k s h ip  
must be r e g i s t e r e d  w i th  th e  I n s t i t u t e  w i th in  one month 
o f  t h e i r  e x e c u t io n .  The p e r io d  o f  s e r v i c e  under a r t i c l e s  
i s  f i v e  y e a r s  b u t  may be re d u c e d  to  t h r e e  y e a r s  f o r  a  
g r a d u a te  o f  a  u n i v e r s i t y  o f  th e  O h ite d  Kingdom .
(3) The I n s t i t u t e  h o ld s  t h r e e  exam in ation s—
P r e l im in a r y ,  I n t e r m e d ia t e  and  F i n a l .  T hese  exam in ation s
"A cco u n tan cy  an d  C o st A c c o u n ta n c y ," Pamphlet Mo. 3., 
M in is t r y  o f  Im bour and  N a tio n a l S e r v i c e ,  S t .  J a m e s 's ”S q u a re , 
)ton<ibn. F e b ru a ry , l6'" p p .
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a r e  u s u a l ly  h e ld  tw ic e  # y e a r .  E xem ption from th e  
P r e l im in a r y  e x a m in a tio n  i s  g r a n te d  to  th o s e  who have 
p aeeed  S c h o o l C e r t i s f lc a te  o r  a  s i m i l a r  e x a m in a tio n  
w ith  c r e d i t s  i n  f i v e  s u b j e c t s .  In c lu d in g  m a th e m a tic s .
The in te r m e d ia t e  e x a m in a t io n  i s  u s u a l ly  taken a b o u t 
h a lf -w a y  th ro u g h  th e  p e r io d  o f  a r t i c l e s .  The s u b j e c t s  
ar® B o ek k eep in g  an d  A c co u n ts  ( in c lu d in g  L im ited  Com panies, 
P a r t n e r s h i p  and  E x e c u to r s h ip ) ,  A u d it in g  an d  G en era l 
C om m rel& l K now ledge ( i n c lu d in g  th e  P r i n o i p l e s  and U ses 
o f  B o o k k e e p in g ) .
The F i n a l  e x a m in a tio n  i s  u s u a l ly  ta k e n  a t  th e  end  
o f  th e  p e r io d  o f  a r t i c l e s .  The s u b je c t s  f o r  th e  
e x a m in a tio n  a r e  A dvanced Bookkeeping a n d  A ccounts 
( in c lu d in g  L im ited  C om panies, P a r tn e r sh ip , E x e c u to r­
s h ip ,  sad  t h e  Law r e l a t i n g  t o  P a rtn er sh ip  and E x e c u to r ­
s h i p ) ,  A u d i t in g ,  G e n e ra l F i n a n c i a l  Knowledge ( in c lu d in g  
T a x a tio n , O odting and F o re ig n  E xch an ges), Company Law 
( i n c lu d in g  L iq u id a t io n s ) ,  and th e  Law r e la t in g  t o  
B a n k ru p tc y , Deeds o f  A rra n g e m e n t, R e c e iv e r sh ip s  and 
T r u s t e e s h i p s .
(4 ) C a n d id a te s  who a r e  s u c c e s s f u l  i n  p a s s in g  th e  
P i n a l  e x a m in a t io n  a r e  e l i g i b l e  f o r  e l e c t i o n  a s  A s s o c ia te s  
o f  th e  I n s t i t u t e  (A* G. A . ) .  An A s s o c ia te  becomes
e l i g i b l e  f o r  e l e c t i o n  a s  F e llo w  (P . C. A .) a f t e r  a  
p e r io d  o f  p r o f e s s i o n a l  p r a c t i c e .
B. C h a r te r e d  A c c o u n ta n ts  ( S c o t t i s h  S o c i e t i e s ) .
(1 ) An a p p r e n t i c e s h ip  o f  f i v e  y e a r#  m ust be serv ed  
u n d e r  r e g u l a r  d eed  o f  in d en tu r e  w ith  a  c h a r t e r e d  
a c c o u n ta n t  o f  S c o t la n d  wW i s  i n  p u b l ic  p r a c t i c e  in  
G re a t B r i t a i n .  U n iv e r s i ty  g r a d u a te s  may have  th e  p e r io d  
re& nced t o  f o u r  y e a r s  an d  a  r e d u c tio n  may be a llo w e d  to  
a  p e r s o n  who h a s  s e r v e d  in  th e  o f f i c e  o f  a  ch a r tered  
a c c o u n ta n t  o f  S c o t la n d  w h ils t  ov er  17 y e a r s  o f  age a t  
th e  tim e  o f  coouaenoing t h e  a p p r e n t ic e s h ip  and must 
o b ta in  th e  P r e l im in a r y  q u a l i f i c a t i o n  b e fo re  commehcing 
h i s  a p p r e n t i © esh ip  o r  w ith in  s i x  months t h e r e a f t e r .
(2) F o r  th e  P r e lim in a r y  q u a l i f i c a t i o n  a p p r e n t ic e s
are  r e q u i r e d  t o  h a v e  o b ta in e d  a  p a s s  i n  c e r ta in  s u b je c t s  
( in c lu d in g  H ig h e r  K atbm atics) a t  th e  S c o t t i s h  U n iv e r­
s i t i e s  P re lim in a r y  e x a m in a t io n  f o r  g ra d u a tio n  o r  th e  
S e n io r  L eaving C e r t i f i c a t e  exam in ation  o f  th e  S c o t t i s h  
E d u cation  D epartm en t o r  to  have  q u a l i f i c a t i o n s  w hich  are  
a c c e p te d  as e q u iv a le n t  by th e  S c o t t i s h  U n iv e r s i t ie s  
E ntrance B o ard .
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(3) The G eneral Exam ining Board o f  th e  C hartered  
A ccountant* o f  S c o tla n d  b o ld  In ter m ed ia te  and F in a l  
e x a m in a t io n s  tw ic e  a y e a r .  B oth exam in ation s are
I n  two d i v i s i o n s ,  and each  d i v i s io n  m ust be taken  
s e p a r a t e l y .  The f i r s t  d i v i s i o n  o f  th e  In term ed ia te  
exam in ation  can be taken a t  any tim e  b e fo re  or  d u r in g  
a p p r e n t ic e s h ip , th e  s u b j e c t s  b e in g  A r ith m etic  and 
A lg eb ra , an d  Compound I n t e r e s t ,  A n n u it ie s  C e rta in , 
and E lem entary S t a t i s t i c s ,  The seco n d  d iv is io n  m ust 
be tak en  a f t e r  p a s s in g  th e  F i r s t ,  and a f t e r  no l e s s  
than one y e a r 's  a p p r e n t i c e s h ip  h a s  been served* Papers 
are s e t  in  B ookkeeping and A c c o u n tin g . The f i r s t  
d i v i s io n  o f  the F in a l  exam in ation  c a n n o t be taken u n t i l  
th e  In te r m e d ia te  ex a m in a tio n  has been p a ssed  and two 
y e a r s  o f  a p p r e n t i c e s h ip  have been  se r v e d . I t  c o n s i s t s  
o f  p a p e r s  on th e  haw o f  S c o t la n d  c o n c e rn in g  C o n t r a c t ,
B i l l s  o f  E x ch an g e , B a n k ru p tc y , J o in t  S to c k  C om panies, 
e t c .  The secon d  d iv i s io n  m ust be tak en  a f t e r  p a s s in g  
th e  f i r s t  and a f t e r  e x p i r y  o f  th e  p e r io d  o f  A p p ren tice ­
s h ip .  P apers are  s e t  in  B ook-keep ing and A ccou n tin g ,
Ineome Tax, S u r ta x  and N a t io n a l D efense C o n tr ib u tio n , 
A u d it in g , T r u s t  A c c o u n tin g  and I n v e s t ig a t io n s ,  In ­
s o lv e n c ie s ,  e t c .
(4 )  D uring a p p r e n t i c e s h ip  c a n d id a te s  must a tten d  
c e r ta in  p r e s c r ib e d  c la s s e s  a t  one o f  th e  S c o t t i s h  
u n i v e r s i t i e s  o r  approved c o u r s e s  in  London fo r  in ­
s t r u c t io n  i n  S c o t t i s h  Law, A ccou n tin g  and E conom ics.
(5 ) On co m p letio n  o f  th e  f i n a l  exam in ation  the  
s u c c e s s f u l  c a n d id a te  w i l l  be e l i g i b l e  fo r  m em bership 
o f  th e  S o c ie ty  or I n s t i t u t e  o f  w h ich  h i s  m aster i s  a 
member.
I t  i s  p l a i n  th a t  th e  p r o f e s s io n a l  s o c i e t i e s  o f  ch a r tered  
a c co u n ta n ts  can  be h ig h ly  s e l e c t i v e  in  th e  m atter  o f  r e ­
p lacem en ts and th e  c a n d id a te s  f o r  ch a r tered  accountancy are  
v i r t u a l l y  "hand-picked" men.
There i s  a  fu r th e r  m a tter  w hich has t h e  e f f e c t  o f  
e l im in a t in g  a  la r g e  number o f  c a n d id a te s — t h i s  i s  the m atter  
o f  th e  c o s t  o f  t r a in in g  and th e  lo n g  p e r io d  o f  a p p r e n tic e sh ip
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&t l i t t l e  o r  no s a la r y .  I t  la  a p r a c t ic e  o f  ch a rtered  
aoco im tan ta  t o  charge a premium r a n g lo g  from  100 to  500 
g u in ea #  fo r  a c c e p t in g  a n  a r t i c l e d  p u p i l  o r  a p p r e n t ic e .
In  th e  ca#e o f  S c o t t i s h  S o c i e t i e s ,  f r e e  In d en tu re  can be 
o b ta in e d  In  some I n s t a n c e s .  And where a premütua I s  p a id ,  
i t  I s  o f te n  r e t u r n e d  In th e  form  o f  s a l a r y  over  th e  p e r io d  
o f  a r t i c l e s  o r  in d e n tu r e . F ees a r e  charged  fo r  th e  ezam lna-  
t l o n s  m en tioned  a b o v e .
The p r a c t i c a l  e f f e c t  o f  th e  lo n g  t r a in in g  p e r io d  and 
th e  c o s t  th e r e o f  has been to  r e s t r i c t  th e  sou rce  o f  c a n d id a te s  
a lm o s t  e x c l u s i v e l y  to  th e  m idd le o r  u p p e r-m id d le  c la s s  
f a m i l i e s  o f  G reat B r i t a in .
W ith  r e fe r e n c e  t o  th e  s u b je c t  m atter  o f  th e  t r a in in g  
p e r io d  th e  r e a so n s  f o r  th e  heavy em phasis on law  In  th e  
p r e p a r a tio n  f o r  c h a r te re d  accou n tan cy  w i l l  be e v id e n t  when 
we c o n s id e r  in  C h a p te r  IV some o f  th e  p h ases o f  B r i t i s h  
a c c o u n tin g  p r a c t i c e .
P r o fe s s io n a l  S tan d ard s in  th e  U n ited  S t a t e s . I t  m ust 
be ad m itted  a t  th e  o f f s e t  t h a t  th e  s ta n d a r d s  o f  c o n d u c t 
o f  th e  a c c o u n tin g  p r o fe s s io n  in  o u r  cou n try  are  a t  once 
h ig h  in  c e r ta in  p la c e s  and d a n g ero u sly  low  in  o th e r s .
T h is s i t u a t i o n  o b ta in s  a s  th e  d ir e c t  r e s u l t  o f  o u r  F ed era l  
ty p e  o f  governm ent sh ich  h a s  meant th a t  th e  l i f t i n g  o f
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p r o f e s s i o n a l  s t a n d a r d s ,  w here I t  I s  a t t e m p te d ,  m ust be 
accom p lish ed  th ro u g h  th e  medium o f  e n a c t in g  a c c o u n ta n c y  
l e g i s l a t i o n  i n  th e  p a r t i c u l a r  s t a t e s ,  th e  D i s t r i c t  o f  
C o lum bia , o r  th e  v a r io u s  t e r r i t o r i e s *  Thus n o t  one but 
m ore th a n  50 l e g i s l a t i v e  b o d ie s  a r e  in v o lv e d ,  and  n o t  one 
s e t  o f  p r e v io u s ly  e n a c te d  law s but more th a n  50 s e t s  have 
t o  be  c o n s id e re d  f o r  r e v i s i o n  and  e m p la m e n ta tio n  * T his i s  
th e  s i t u a t i o n  t h a t  th e  A m erican  I n s t i t u t e  o f  A c c o u n ta n ts  
an d  th e  v a r io u s  s t a t e  s o c i e t i e s  have  had  t o  m eet in  t h e i r  
a t t e m p ts  t o  r e g u l a t e  and im prove  th e  s ta n d a r d s  o f  p u b l ic  
a c c o u n tin g  in  g e n e r a l .  An ad d ed  d i f f i c u l t y  i s  th e  f a c t  
t h a t  l e s s  th a n  h a l f  o f  th e  C e r t i f i e d  P u b l ic  A c c o u n ta n ts  
a r e  members o f  th e  I n s t i t u t e  a n d  many a r e  n o t  sy m p a th e tic  
w i th  a l l  o f  th e  a im s o f  th e  I n s t i t u t e  (a  m a t t e r  w hich  w i l l  
be d i s c u s s e d  l a t e r ) •
Thus th e  r a i s i n g  o f  p r o f e s s i o n a l  s t a n d a r d s ,  so  
s u c c e s s f u l l y  a c c o m p lish e d  by th e  c h a r t e r e d  s o c i e t i e s  o f  
G re a t B r it a in ,  i s  i n  th e  U n ited  S t a t e s  a  m a t t e r  l e f t  
e n t i r e l y  t o  th e  d is c r e t io n  o f  th e  s t a t e  l e g i s l a t u r e s *
The I n s t i t u t e  in  i t s  a t te m p ts  t o  im prove th e  low s ta n d a r d s  
found i n  many o f  th e  s t a t e s  can  in f lu e n c e  th e s e  s t a t e  
governm ental b o d ie s  o n ly  t o  th e  e x te n t  o f  i t s  p e r s u a s iv e  
p o w e rs . The p a th  w h ich  p ro v e d  so  s u c c e s s f u l  i n  Great B r it a in ,  
t h a t  o f  c o l l a t e  c o n t r o l  o f  p r o f e s s i o n a l  sta n d a rd s w ith in
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th e  h an d s o f  th e  o r g a n iz e d  a c c o u n tin g  s o c i e t i e s ,  l a  c lo s e d  
and v i r t u a l l y  Im p o ss ib le  o f  a t ta in m e n t  l a  th e  Q nlted  S t a t e s  
w i th  i t s  f o r t y - e ig h t  s t a t e s ,  th e  D i s t r i c t  o f  C olum bia, an d  
th e  t e r r i t o r i e s .
The c o n s i d e r a t i o n  o f  p r o f e s s i o n a l  s t a n d a r d s ,  th e n ,  
m u st be  c o n d u c te d  a t  t h e  s t a t e  l e v e l  and  l a  th e  d is c u s s io n  
t o  f o l lo w  a  d i s t i n c t i o n  w i l l  be made betw een  w hat has been  
r e fe r r e d  to  a s  " p e r m is s iv e "  s t a t e  a c c o u n ta n c y  l e g i s l a t i o n  
and what has been  c a l l e d  " reg u la to ry "  s t a t e  accou ntancy  
l e g i s l a t i o n . 2  The form er term  i s  a p p lie d  t o  th e  f i r s t  
la w s  p a s s e d  in  th e  v a r io u s  s t a t e s  (New Y ork was f i r s t  i n  
1 8 9 6 ) . These law s made no  a t t e m p t  t o  r e s t r i c t  o r  r e g u l a te  
th e  p r a c t i c e  o f  p u b l i c  a c c o u n t in g  e x c e p t  i n  th e  u se  o f  
t i t l e s .  TW l a t t e r  te rm  w i l l  be a p p l i e d  t o  su b se q u e n t law s 
on a c co u n tin g  e n a c te d  w i th  mzk o b j e c t  o f  s e t t i n g  minimum 
s ta n d a r d s  o f  com petence  f o r  th o s e  engaged i n  th e  p u b l ic  
a c c o u n tin g  p r o f e s s i o n .  Some e ig h t e e n  s t a t e s  have in  a  
p e r i o d  o f  about tw e n ty - f iv e  y e a r s  p a sse d  r e g u la to r y  l e g i s l a ­
t i o n ,  M aryland was th e  f i r s t  t o  prom ulgate  t h i s  ty p e  o f
^ A d i s t i n c t i o n  made by W a lte r  G. Dr& ew ell in  h i s  
p a p e r  "A ccountancy l e g i s l a t i o n  s# d  th e  P u b l ic  A ccountant"  
w hich  was p r e s e n te d  a t  th e  S i x t i e t h  Annual M eeting o f  The
A m erican  I n s t i t u t e  o f  A c c o u n ta n ts  h e ld  November 3 - 6 ,  
1947 , a t  Miami B each , F l o r i d a .
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r e g u l a t i o n  and  d id  so  In  1924* lew  York h a s  been a  l e a d e r  
i n  th e  a t te m p t  t o  r a i s e  p r o f e s s i o n a l  s ta n d a r d s  an d  su cceed ed  
i n  p a s s in g  i t s  r e g u l a to r y  l e g i s l a t i o n  on a c c o u n ta n c y  in  1 929 . 
S in c e  th e  lew  York law  h a s  been lo o k e d  upon a s  somewhat o f  
a  m odel i t s  m ost s i g n i f i c a n t  p o in ts  w i l l  be p r e se n te d  below  
a s  b e in g  i n d i c a t i v e  o f  th e  s t a t e s  w h ich  have  r e g u la to r y  
l e g i s l a t i o n .
The req u irem en ts Im posed by  lew  York S ta te  f o l lo w : ^
(1) an a p p l i c a n t  f o r  th e  c e r t i f i c a t e  o f  c e r t i f i e d  p u b l ic  
a cco u n ta n t m ust subm it e v id e n c e  th a t  he i s  o v e r  21 y e a rs  
o f  age and o f  good m o ra l c h a r a c t e r ;  (2) he must have 
com p leted  a t  l e a s t  f o u r  y e a r s  o f  h ig h - s c h o o l  and  s in c e  
J a n u a ry  1 ,  1 9 33 , m ust a ls o  h a v e  com p leted  a  cou rse  in  a 
c o l l e g e  o f  a c c o u n ta n c y  r e g i s t e r e d  by th e  departm ent o f  
e d u c a t io n ;  (3 ) h e  m ust su b m it e v id e n c e  o f  f i v e  y ears*  
e x p e r ie n c e  in  a c c o u n ta n c y , a t  l e a s t  two o f  w hich  m ust have 
been  in  th e  o f f i c e  o f  a  c e r t i f i e d  p u b l i c  a ccou n tan t and o f  
no l e s s  g ra d e  th a n  t h a t  o f  ju n io r  a c c o u n ta n t ;  su ch  two y e a r s ' 
a c c o u n t in g  e x p e r ie n c e  m ust have  been in  th e  o f f i c e  o f  a
For a  co m p reh en s iv e  re v ie w  o f  lew  Y o rk 's  law s on 
accou n tan cy  and t h e i r  a d m i n i s t r a t i o n ,  and f o r  th e  sou rce  
o f  my m a te r ia l  on t h i s  s u b j e c t ,  s e e :  W alter 1 .  Dean,
“The R ole o f  th e  S t a t e  Board o f  Exam iners in  th e  Development
o f  A cco u n tan cy  i n  lew  Y o rk ," The le w  York S ta te  S o c ie ty  
o f  C e r t i f i e d  P u b lic  A c c o u n ta n ts ' f i f t i e t h  A n n iv e rs a ry , 
la e V - lB i? ,  p p . 5§-ë6%
c e r t i f i e d  p u b lic  ucoountm nt lu  tM » ; S t a t e  or  I p  th e  .o f f ic e  
o f  one r e s i c ü ï i f  I n  a n o th e r  S t a t e  h o ld in g  a  c e r t i f l c m t e  from  
a n #  »t$t@  g r a n te d  on no lo w e r  r e q u lr e w e n t  th a n  t h a t  o f  
t h i s  S t a t e ,  an d  h e  am st s u h a d t  e v id e n c e  o f  t h r e e  y ea rs*  
e x p e r ie n c e  a t ta in e d  p r io r  t o  h la  .a # # s # io n  to  th e  P .: &.(: ■ ■ 
e j ta m tn e t io n i  (4 )  h# m ust ta k #  p ro fa a m im ia l  exam ination»  
a o n ^ e t e d  by th e  S t a t e  deparW ent e f  e d n e a tio n  In  th e  fo l lo w in g  
m h b je e ta ;  t h e o r y  o f  a e e o u n t» ^  a u d i t i n g , / p r m c t i c a l  a c c o u n tIn g  
-:#nd o osaeero ia l la w . ' The p a s a ia g .  g j ^ d e . i n  each" s h b je c t  :i»
The r e g u l a t i o n s  c i t e d  above  w ere  p a s s e d  i n  1S29 b u t  
th e  r e g u l a t i o n  r s q u l r l n g  g r a d u a t io n  frcsB a  c o l l e g e  o f  
a c c o u n ta n c y  d id  n o t  become e f f e c t i v e  u n t i l  J a n u a ry  1» 19Sf*
I t  s h o u ld  be p o in te d  o u t  th a t  by  ® © ollege o f  a c c o u n ta n c y "  
i s  me « a t  a  f o u r - y e a r  c o l l e g i a t e  c o u rs e  t h a t  may be tak en  
i n  s c h o o ls  l o c a t e d  anyw here  i n  t h e  c o u n try  w h ich  m eet 
m in im m  s ta n d a rd » ', s e t  th e  S e w  fo r k  S t a t e  E d u c a tio n  
.d ep artm en t»  T he s c h o o ls  a r e ' r e q u i r e d  t o ' r e g i s t e r  w i'th  
th e  D # p a r ts # n t  s o  t h a t ,,. t h e  . D ep artm en t w i l l  be a b le  t o  
dete .rm iae. i f  t h e i r  'oourse, 'O f-:s tu d y  .has m et c e r t a i n  minimum 
req u irem en t»  a s  t o  c o n te n t .  ' B s u a l ly  a  - minimum' o f  s i x t y  
s a m s s te r  h o u rs  o f  l i b e r a l  a r t s  a n d ,S ix ty  s e m e s te r  h o u rs  o f  
t e c t o i c a l  t r a i n i n g  i n  b u s in e s s  and aecoun tam cy  a r e  n e c e ss a r y  
f o r  th e  r e g i s t r a t i o n  o f  th e  s c h o o l .
W hile r e v ie w in g  th e  Sew f o r k ' 'r e q u i r e m e n t s  one s h o u ld
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a p t f o r g e t  t h a t  l a  th e  t h i r t y  s t a t e »  w h ich  have p a ssed  o n ly  
" p e rm is s iv e ^  l e g i s l a t i o n  in  m ost e a s e s  th e  s o l s  .é d u c a tio n  
r e q u ir e m e n t  f o r  a d m lss ltm  to  p r e e t lp e  a s  a  c e r t i f i e d  p u b l ie  
a c c o u n ta n t  i s  th e  e o m p le tio n  o f  a  f o u r - y e a r  c o a r s e  o f  s tu d y  
I n  h ig h  s c h o o l s . T h is  d e a r th  o f  e é u c a t lo a a l  h e q u l r e s a n ts  
does n o t  o(mq>mre v e ry  f a v o r a b ly  w i th  minimum, r e q u ire m e n ts  
s e t  f o r  l a # y e r » \a a d  d o c to r s  and , o f  c o u rse ., 1# a  m atter  
w h ich  h a s  r e c e iv e d  ameh a t t e n t i o n  %  th e  A m erican  I n s t i t u t e  
o f  A c c o u n ta n ts  I n  r e c e n t  y e a r s .  I n  o r d e r  t o  p ro v id e  more 
p r o t e c t i o n  f o r  t h e  p u b l i c  by r a i s i n g  th e  s ta n d a r d s  o f  
t e c h n i c a l  com petence  and  p r o f e a s l o a a l  c o n d u c t ,  th e  I n s t i t u t e  
h a s  d e v e lo p e d  a  m odel r e g u l a to r y  b i l l  w h ich  I t  hope# w i l l  
b e  in t r o d u c e d  t o  th e  v a r io u s  s t a t e  l e g i s l a t u r e s  by th e  
s t a t e  s o c i e t i e s  o f  c e r t i f i e d  men an d  e v e n tu a l ly  p a s s e d  i n  
a l l  o f  th e  s t a t e s  n o t  now h a v in g  s u c h  l e g i s l a t i o n .
The a m jo r  p r o v i s io n s  o f  th e  b i l l  a r e  a s  f o l lo w s :
(1 )  The r e g i s t r a t i o n  o f  th o s e  a c t u a l l y  en g ag ed  i n  th e  
p r a c t i c e  o f  p u b l l  c a c c o u n t in g  a t  th e  d a te  o f  p a s s a g e  o f  
th e  a c t .  T h e r e a f t e r ,  o n ly  th o s e  who o b ta in  C . A. 
c e r t i f i c a t e #  w i l l  be  e l i g i b l e  t o  r e g i s t e r  u n d e r  th e  a c t î 
Cfil p ro h ib i t®  anyone n o t  r e g i s t e r e d  u n d e r  th e  a c t  from  
c e r t i f y i n g  f i n a n c i a l  s t a te m e n t s  f o r  th e  b e n e f i t  o f  e th e rs  
th an  t h e  c l i e n t s  th e m s c lv e s f  (3 )  p r o h i b i t s  aayone  n o t  
r e g i s t e r e d  under th e  a c t  fro m  c a l l i n g  h im s e l f  a  p u b l ic
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a c c o î i a t a n t ,  a  I t c a n s e d  p u b l i c  a c c o u n ta n t ,  a  r o g i a t a r e d  
p u b l i c  a c c o u n ta n t ,  o r  a c e r t i f i e d  p u b l ic  a c c o u n ta n tf
(4 ) e s t a b l l a b e a  r u l e s  o f  p r o f e a a i o n a l  c o n d u c t f o r  th o s e  
r e g i s t e r e d  u n d e r  t h e  a c t .
I b i#  b i l l ,  in  th e  a t a t e a  I f  a n y , in  w hich  i t  i s  e n a c te d  
i n t o  la w , w ould  i n  tim e  c o n f in e  th e  p r a c t i c e  o f  p u b l i c  a cc o im tin g  
t o  c e r t i f i e d  p u b l i c  a cco u n ta n t#  o n ly  and today»  s  n o n - c e r t i - '  
f l e d  a c c o u n ta n ts  w ould  beccm e a  d y in g  clam s# Thus o v e r  th e  
n e x t  few  d ecad e#  th e  p r e a e n t  myatem o f  h a v in g  tw o c la s s e #  
o f  p u b l ic  a o e o u n ta a ts -* o n e  g roup  c e r t i f i e d !  th e  o th e r  group  
(a n d  a  num erl c a l l y  l a r g e r  g ro u p ) taaowa v a r i o u s ly  a s  r e g i s t e r e d  
a c c o u n ta n te ,  p u b l i c  a c c o u n ta n t# ,  l lc w a a e d  p u b l i c  a c c o u n ta n ts ,  
o r  w h a te v e r  t i t l e  th e  s t a t e  u s e s  t o  d e s ig n a te  th e  n o n -  
c e r t i f t e d  g ro u p , w ould  be  g r a d u a l ly  t e r m in a te d  t h r o u # i  th e  
u n s o l i c i t e d  b u t  p e r s i s t e n t  a i d  o f  th e  Grim R e a p e r ,
Thus i n  t h e  lo n g  ru n  th e  I n s t i t u t e  w ould  a c h ie v e  i t #  
avowed aim  o f  e s t a b l i s h i n g  M g h  s ta n d a r d s  th ro u g h o u t th e  
a c c o u n t in g  p r o f e s s i o n s  an d  e l i m in a t e  th e  p o s s i b i l i t y  t h a t  
i s  e x ta n t  a t  p r e s e n t ,  t h a t  o f  a  p e r s o n  who knows l i t t l e  
o r  n o th in g  o f  a c c o u n t in g  an d  incom e t a x  m a t t e r s  h an g in g  
up  h i s  s h in g le  a s  a  " P u b l ic  A coo% m tant,"  a  s i t u a t i o n  w h ich  
d o e s  n o t  e x i s t  i n  s a y  o t h e r  p r o f e s s i o n  to d a y .
I t  m ig h t seem  t h a t  th e  o b v io u s  m e r i t s  o f  su c h  a b i l l
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p r o v id in g  f o r  th e  p r o t e c t i o n  o f  th e  p u b lic  I n t e r e s t  th ro u g h  
r s l s i n g  th e  s te n c a r d s  o f  p u b lic  sc c o u n t ln g  to  mt l e a e t  th a t  
p f  t h e  o l d e r  p ro fe s s io n ®  in  t h i s  c o u n try  would m eet w ith  
a p p rov# l i n  a l l  a c c o u n t in g  c i r c l e # ,  ev en  in c lu d in g  th e  non^ 
c e r t i f i e d  g ro u p s  f o r  th o s e  in  p r a c t i c e  now w ould have t h e ir  
m eans o f  l i v e l i h o o d  p r o te c te d  a in c e  u n d e r  th e  p r o v i s io n s  
o f  th é  b i l l  th e y  a re  a llo w e d  t o  c o n tin u e  t h e i r  praeant 
p r a c t i c e  o f  p u b lic  a c c o u n t in g .  G e n e ra l a p p ro v a l  h a s  n o t  
been fo r tb o o m ln g , how ever.
B e fo re  C o n sid er in g  th e  n e x t  s u b j e c t ,  w hich I s  a  som e- 
what d l a t m s t e f u l  on® t o  moat C e r t i f i e d  P u b l ic  A c c o u n ta n ts , 
i t  l a  a p ro p o s  t o  q u o te  an  o b s e r v a t io n  by Rudolph M. B inder  
who i n  w r i t i n g  a b o u t  th e  v a r io u s  p r o f e s s lo n a  had t h i s  t o  
sa y ;
The o b l i g a t i o n  on th e  p a r t  o f  th e  p r o fe s s io n s  t o  
g a in  Of r e t a in  s o c i a l  e s te e m  by  c o n f e r r in g  new b e n e f i t s  
upon eV ery g en era tio n ^  f o r c e s  them  to  ad m it o n ly  
s p e c i a l l y  p rep ared  a n d  m o ra lly  w orthy i n d iv i d u a l s  t o
t h e i r  ra n k s . In  t h i s  r e s p e c t  th e r e  has been  an a lm o s t 
c o n tin u o u s  b a t t l e  betw een  t h e  man endowed w ith  th e  t r u e  
■ ■ p r o f e s s  ion® I, s p i r i t ,  and th o se  who sou ght a d m iss io n  
sm r e ly  f o r  th e  sak e o f  th e  em olum ents and s o c i a l  
p r e s t i g e # ^
B in d e r  d id  n o t  b o th e r  to  I l l u s t r a t e  th #  above 
o b s e r v a t io n s  b u t  had he n eeded  a c a se  i n  p o in t  be would
^ Rudolph M. B in d er , B u s in e ss  and th e  P r o fe s s io n s . 
Hew f o r k ;  P r e n t io e - B a l l ,  I n e T T T iS ^ ,  p .  'é i . ' "
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have fo u n d  th e  a c c o u n t in g  p r o fe s s io n  a  v e r i t a b l e  happy 
h u n t in g  g ro u n d  f o r  d o c u m e n ta tio n  o f  h ie  rem arks. To 
u n d erstan d  why t h i s  i s  so  i t  I s  o n ly  n e c e ssa r y  t o  d e lv e  
i n t o  th e  h is t o r y  o f  S t a t e  r e g u l a to r y  l e g i s l a t i o n  on 
a c c o u n tin g  m a t t e r s .  F i r s t ,  ho w ev er, t h a t  we can u n d e r ­
s t a n d  and  I n t e r p r e t  t h i s  h i s t o r y ,  we must know w hat i s  
meant by th e  te rm  " w a iw r  c l a u s e .*
The " w a iv e r  c la u s e "  a s  i t  p e r t a i n s  t o  a c c o u n tin g  
a f f a i r s  means th a t  q u a l i f i c a t i o n s  w hich o r d in a r i ly  have t o  
be m et i f  one w ish e s  t o  o b t a in  a  C. F . A, c e r t i f i c a t e  a r e  
w aived  i n s q f a r  a s  th e  n o n - c e r t i f i e d  i n d iv i d u a l s  engaged i n  
p u b l i c  a c c o u n t in g  p r a c t i c e  a r e  c o n c e rn e d  an d  th e y  r e c e iv e  
t h e i r  c e r t i f i c a t e  b y  w * re ly  a p p ly in g  f o r  i t .  The ad op tion  
o f  th e  w a iv e r  c la u s e  b y  th e  l e g i s l a t u r e  has u s u a l ly  m eant 
th e  lo w e r in g ,  i f  n o t o u t r i g h t  p o l l u t i o n ,  o f  th e  p r o f e s s i o n a l  
s ta n d a r d s  o f  a c c o u n t in g .  The t h r e a t  o f  w a iv e r  ha#  been  
u s e d  to  mwke th e  c e r t i f i e d  grougps "go slow " w ith  t h e i r  
r e g u la to r y  b i l l s ,  and  w here r e g u l a t o r y  l e g i s l a t i o n  has 
b#ejh p r e s s e d  upon th e  l e g i s l a t u r e  th e  " w a iv e r  c la u se "  
h as many t im e s  become a  p a r t  o f  th e  b i l l  d e s p i t e  th e  b e s t  
e f f o r t s  o f  t h e  c e r t i f i e d  g ro u p s  t o  th e  c o n t r a r y .  Thus a  
s t a t e  s o c i e t y  i s  f a c e d  w ltjb  t h i s  s i t u a t i o n  when i t  c o n s id e r s  
p r e s e n t in g  r e g u l a t o r y  l e g i s l a t i o n  t o  th e  s t a t e  l e g i s l a t i v e  
body—‘t h e i r  b i l l  may be p a s s e d  b u t  b e ca u se  o f  th e  p r e s s u r e
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o f  th e  n o n - c e r t l f l e d  p u b l ic  a c c o u n ta n ts  th e  w a iv e r  c la u s e  
may be a t t a c h e d  th u s  m aking a  m ockery  o f  an  a c t  a im ed a t  
Im p ro v in g  p r o f e s s i o n a l  s t a n d a r d s .  I t  I s  f e a r  o f  th e  w a iv e r  
c la u s e  t h a t  I s  a t  t h e  r o o t  o f  th e  o p p o s i t io n  o f  many c e r t i f i e d  
men to w a rd s  r e g u l a to r y  b i l l s  an d  c a u se s  them  to  p r e f e r  a  
"d o -n O th ln g "  l e g i s l a t i v e  p o l i c y  on th e  g ro u n d s  t h a t  a t te m p ts  
to  Im prove p r o f e s s i o n a l  s t a n d a r d s  u s u a l ly  end  d i s a s t r o u s l y .
F o r  t h i s  r e a s o n  I t  I s  n o t  a t  a l l  unoossaon t o  f i n d  both  
p u b l i c  a c c o u n ta n ts  and  c e r t i f i e d  p u b l i c  a c c o u n ta n t#  l i n e d  
up In  o p p o s i t io n  to  a r e g u l a t o r y  m e a su re .
T h is  f e a r  o f  th e  w a iv e r  c la u s e  w hich  p e rm e a te s  many 
s t a t e  s o c i e t i e s  an d  c a u s e s  them  to  fo l lo w  a  p o l i c y  o f  
i n a c t i o n  c a n n o t be  c o n s id e r e d  w h o lly  I r r a t i o n a l ;  I t  I s  
u s u a l l y  b a se d  upon some n e v e r - t o - b e ^ f o r g o t t e h  e x p e r ie n c e s  
a t  t h e i r  own s t a t e  o a p l t o l  In  y e a r s  p a s t#  Such s t a t e  
s o c i e t i e s  o f  c e r t i f i e d  p u b l ic  a c c o u n ta n ts  M v e  re a s o n  to  
be a p p re h e n s iv e  a b o u t w hat may be  c o n ju re d  up a s  th e  r e s u l t  
o f  p r e s e n t i n g  a  w e l l - i n t e n t i o n e d  r e g u l a to r y  b i l l  t o  th e  
l e g i s l a t u r e .  4 s  a  r e s u l t  o f  c o u n te r - lo b b y in g  by p u b l ic  
a c c o u n ta n ts ,  th e  a c c o u n ta n c y  b i l l  ru n s  th e  d a n g e r o f  b e in g  
l a b e l l e d  " c lo s e d  shop*  l e g i s l a t i o n  c a l c u l a t e d  to  make th e  
c e r t i f i e d  men th e  " c h o se n  few " o f  th e  p r o f e s s io n  and i n  th e  
e n s u in g  h y s t e r i a  e n g e n d e re d  by  t h i s  d is c o v e ry  th e r e  I s  a  
v e ry  r e a l  d a n g e r  t h a t  w a iv e r  c la u s e  w i l l  be i n s e r t e d  i n t o
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t h e  b i l l  and  th e  d o o ro  #111 sw la g  opea  to  a l i o # " t h e  
C. P . A*,. e o r t l f l c a t Q  t o  e v e ry o a e  I n  th e  pub lics, ao co u n t l a g  
ppoJfeaa lon  i n c l u d i n g  th e  " g u a r a n te e d  t& x -re fu a d *  a c c o u a ta n ta  
#bo  s ig n  th e  F e d e r a l  Incom e t a x  r e t u r n s  th e y  p re p a re  w ith  
d i s a p p e a r in g  i n k .
A nother r e a s o n  f o r  th e  r e l u c t a n c e  Of some C e r t i f i e d  
P h t l i e  A eeountant#  to  b r in g  a r e g u la to r y  b i l l  to  t h e ir  
own s t a t e  l e g i s l a t u r e  s te m s  fro m  th e  f a c t  t h a t  many o f  
today*# C e r t i f i e d  P u b lic  A oeodntant# o b ta in e d  t h e i r  c e r t l *  , 
f lo a t # #  by w a i v e r *5 Thu# th ey  w ould be p u t t in g  th em selve#  
in  t h e  p o s i t i o n  o f  p u b l i c l y  o p p o s in g  th e  g r a n t in g  to  o t h e r ,  
perhaps a s  w e l l  q u a l i f i e d ,  what th e y  th e m s e lv e s  r e c e iv e d  
c a r t e  b la n c h e  some year#  b e f o r e .  They w ould a l s o  be i n  th e  
p o s i t i o n  a t  th e  same tim e  o f  l e g i s l a t i n g  o u t  o f  e x i s te n c e  
th e  n o n - c e r t i f i e d  men and th e  c o m b in a tio n  o f  th e s e  two 
f a c t o r #  i s  u s u a l l y  to o  much f o r  th e  C e r t i f ie d  P u b lic  
A c c o u n ta n t who r e c e iv e d  h i s  c e r t i f i c a t e  by l e g i s l a t i v e  
d ecree*  ■ ' '
® F o r  exam ple  in  t h e  S t a t e  o f  M ontana i n  th e  p e r io d  
fr o #  190# th r o u g h  1948 some 146 c e r t i f i c a t e #  have been i s s u e d .  
Of t h e s e ,  83 w ere i s s u e d  t o  th o s e  who s u c c e s s f u l l y  p a s s e d  
th e  0 .  P . A . e x a m in a tio n }  10 w ere  i s s u e d  b y  r e c i p r o c i t y  
ag re em e n t t o  men who were C. P . A .* a o f  o t h e r  s t a t e s ;  and  
th e  re m a in in g  73 w ere g r a n t e d  a s  a  r e s u l t  o f  w a iv er  c la u se# *  
I t  i s  no s e c r e t  t i m t  a t  t h e  p r e s e n t  tim e  th e  m a jo r i ty  o f  
t h e  m em bers o f  th e  M ontana S o c ie ty  o f  C e r t i f ie d  P u b lic  
A c c o u n ta n ts  do n o t  w ant t o  im v e  any p a r t  o f  th e  I n s t i t u t e ‘ s  
m odel r e g u l a t o r y ■b i l l .
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------------- S t i l l  a n o th e r  f a c t o r  t h a t  m ust be  re c k o n e d w ith ,----------
and p a r t i c u la r ly  so  In  r e c e n t  y e a r s .  I s  th e  f a c t  th a t th e  
n o n - c e r t i f i e d  p u b l i c  a c c o u n ta n ts  u s u a l l y  outnumber th o s e  
c e r t i f i e d  by  a b o u t f o u r  t o  o n e . Y e a rs  ago th e  n o n - c e r t i f i e d  
men w ere n o t  w e ll  o rg a n iz e d  but i n  th e  l a s t  decade l e g i s l a -  
tu i 'e s  have b e e n  bom barded w i th  a  f lo o d  o f  b i l l s  from  th e  
n o n - c e r t i f i e d  g ro u p s ,  A n a t io n a l  o r g a n iz a t io n  o f  non- 
c e r t i f i e d  men c a l l e d  th e  N a t io n a l S o c ie ty  o f  P u b llc  A cco u n t- 
a n t s  h a s  s p e a rh e a d e d  th e  l e g i s l a t i v e  a c t i v i t y  i n  many s t a t e s  
and  h a s  d ev e lo p ed  i t s  own m odel r e g u la to r y  b i l l .  C e r t i f ie d  
P u b l ic  A c c o u n ta n ts  w i l l  g a in  l i t t l e  com fort from  the o b je c ­
t i v e s  o f  th e  s o c i e t y  as im p l ie d  i n  th e  f o l lo w in g  comments 
made by th e  s e c r e t a r y  o f  th e  N a tio n a l S o c ie ty  o f  P u b lic  
A c c o u n ta n ts ;
. . .  A p e rs o n  i s  e i t h e r  a p u b lic  accou n tan t
o r  i s  n o t  a  p u b l i c  a c c o u n ta n t ,  l o  d i s t i n c t i o n  sh ou ld  
be made b e tw een  a c e r t i f i e d  p u b l ic  a c c o u n ta n t  and a 
n o n - c e r t i f i e d  p u b l i c  a c c o u n ta n t .  I f  t h i s  can o n ly  be 
a c c o m p lish e d  th r o u g h  e v o lu t i o n ,  th e n  we are r e a d y ,  
E x a m in a tio n s  s h o u ld  be p rep ared  w ith in  th e  s t a t e s  by 
th e  d u ly  c o n s t i t u t e d  r e g u l a t o r y  board ,  . , .  I f  th e  
a p p lic a n t  s u c c e s s f u l l y  p a s s e d  th e  r eq u ire d  examina­
t io n  th e n  he s h o u ld  be l i c e n s e d  a s  a  p u b lic  accou n tan t  
and known h e n c e fo r th  a s  a  p u b l i c  a c c o u n ta n t .  T h is  
would n o t ,  in  any manner w h a tso ev er , p rec lu d e  o r  
p rev en t any  p u b l i c  a c c o u n ta n t  who d e s i r e s  to  take th e  
exam in ation  o f  th e  A m erican  I n s t i t u t e  to  be i s s u e d  t h e i r  
c e r t i f i c a t e s  o f  p r o f i c i e n c y ,  a s  any s c h o o l ,  which in  
su b sta n ce  w ould be tantam ount to  an e x t r a  curricu lum  
by th e  i n d i v i d u a l  .  • •
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7~* I I t  m ig h t be w e ll  to  r e i t e r a t e  now t h a t  
th e  n o n -c ® r tif i® d  g ro u p , a s  a w ho le , l a  n o t  s e e k in g  
any g r a tu ito u s  c e r t i f i c a t e s  from  any group w ith  or  
w ith ou t e x a m in a t io n s  • .
The m odel b i l l  s p o n s o re d  by t h i s  g roup  p ro v id e s  th a t  
no  one (In c lu d in g  G. P . A .*#) can  p r a c t i c e  p u b l ic  a c c o u n tin g  
u n le s s  he h o ld s  a  c e r t i f i c a t e  a s  a  " p u b l ic  a c c o u n ta n t"
I s su e d  by  a  b o a rd  t o  be c r e a t e d  by th e  m odel b i l l .  The 
p r o s p e c t iv e  " p u b l ic  a c c o u n ta n t*  u n d e r  t h i s  b i l l  i s  r e q u i r e d  
to  p a s s  an ex a m in a tio n  c o v e r in g  th e  same m a te r ia l  a s  no# 
encom passed  by  th e  p r e s e n t  C. P . A. exam in ation s prepared  
by th e  I n s t i t u t e .  T h is b i l l ,  i f  e n a c te d ,  w ould b y -p a s s  
th e  C. P . A. law s an d  w ould  make c e r t i f i e d  p u b l ic  a c c o u n ta n ts  
a  d y in g  c l a s s .  In  awmy s t a t e s  n o n - c e r t i f i e d  groups have  
sp o n s o re d  b i l l s  d e v e lo p e d  fro m  t h i s  model b i l l .  Some have  
been m ore e x tre m e  than  th e  m odel b i l l .  I n  1947 i n  th e  S ta te  
o f  Sew M ex ico , the r e g u l a t o r y  b i l l  sp on sored  by th e  p u b lic  
a c c o u n ta n ts  when f i r s t  in tr o d u ce d  p r o v id e d  t h a t  th e  C. P . A. 
c e r t i f i c a t e  would no l o n g e r  be  i s s u e d .?  T h is b i l l ,  a f t e r  
c o n s id e r a b le  m o d if ic a t io n  ( i n c lu d in g  o m iss io n  o f  the a fo r e ­
m en tioned  p r o v i s i o n ) ,  was p a s s e d .  I t  Im proved m a te r ia l ly
® J a y  A. P h i l l i p s ,  "A Summary o f  S ta te  l e g i s l a t i o n  
lu r in g  th e  1946-1947  Season  A f f e c t in g  A c c o u n ta n ts ,"  The 
Jou rn a l o f  A c c o u n ta n c y , V o l. 8 4 ,  i o .  2 (A u g u s t, 1 9 4 7 } ," 1 3 2 -6 ,
?  I b i d . .  p .  1 5 2 .
the Btatme of the public %iviUg tMm
.jÿé^ ÿeaeatatioû  ou-;th»';Soarâ e f  Public, &cooimtaaèy creetW  - - 
bj paaaa^e o f  the aboouatésey b ill#  ■
f b e - .a a a a u l t - u p o o  th e  C« B# A.: :éertlfiéa t^ \,he@ ,/,he i»u  : ' 
e ld e e p r e a d  apd  oem tiaùpU È * l e n g * t i# a
l e a d e r s  i n ,  the-,: b a t t l e  f o r  im provem aat o f  p ro fe e a io h i i^  T?' -\ 
s tan d a iH l# , fo u n d  th e m s e lv e s  ou th e  b r in k  o f  d i s a s t e r  i n  
;1@§? whoik th e  . O l iv e r  b i l l  ( s p o n s o re d  by S t a t e  S e n a t o r - 
Q l i v e r ,  a  h o h - o o r t i f i e d  p u b l l  o ae  co u n t an  t j  » h i« h \p ro v id ® d , ,,,; 
f o r  th e  g r e a t  lu g  o f  th e  Â* o e r t i f i  Gmte': # t h o u t , @%«Wma4 '
; t i o h  : tO ', a p p l i o a à t s ,  #0' ah d  'o v a r#  whs o o u ld  p r a s e h t  s v i < ^ s $
:0 f ''15 ' y o a ra  o f  g m a lify im g  a o o o u n tin g  e x p e r ie u o a * ;  waa p'ajsae|l*®. 
F o r t u a a t e l y  th e  m a t t e r  o f  th e  e v a lu a t io n  o f  q u a l t f i o d t l o a *
Was l e f t  t o  tW» 9 e#  Y ork Sjpai# Ë d p o a tlo a  D epartm en t end  aS; 
a  r e s u l t  im th e  i n t e r i m  b e tw e e n  th e  tim e  o f  p a s s a g e  ' a n d  ■' 
aub#e4% ent r e p e a l  o f  th e  0 1 iv a i ' '; ;b i l l  1»  l^d#_$ -of''U hm e^l^W Q  ,- 
' a p p lio a m t#  u n d e r  thm m e t , ohly .. ohb was g r a n te d  a  'w a iv er :
O e r t if  lo a t e  # / " . , % ; : '
là ; ■Florida i n  1947 a  "w aiver law  'Wa#"pms#ed, and^; ; 
p l a s t i c a l l y ,  th e  s o le ; ; :q u a l l f ic a t io n  f o r  r e c e iv in g ,;a .: s # r |i f ic a t e :
B roanitz# , “l ^ l t o a t l b n s  6 f  Mew Yprk^a O liv e r  
B i l l  'goward Accoumtanta*' ' P r d fe a a id n a l S t a t u s ,*  th e  Jou rn a l 
Aoeouut.ancy, V o l* ,6 4 ,  Mq * 1 ,(J u ly y ,;1 9 4 7 l, p p , 4#-^'.: "■
é ttb o u t «jcmmla&tipa wM t«Ha )remr# p u b lic  
'P#^e4o$\priâp''t^^^
p&llfpM Ü.# Im 19*5 pa#*#d & regm latory  b i l l  liilé -ii  
mllomed e v M  « m tl^ p m l »ad to  » # g l# te r  #m
p u b lie  km *  r # # u lt  é m r  9 1 ,9 0 0  &ppil@ &tlon#
, * # r#  f i l e d  *od  »%#* 1 5 ,5 0 0  p erm it#  i##u #d  o f  * h i* )r ^ A ly  
#b#%it Êÿ#00'' ;#y» \ kwl'd ' by # r t i f i e & p m b lle moeexmtmmt# .  f h i s  
'S l tm k lô B  la . # a i$ h  #h# c e r t i f i e d  mm» are so  badly  pu t*  
atW bered l e  T reu gb t * i t b  d ân ger# . f b l s  b o rd e  o f  r e g i s t e r e d  
p u b l ie  e e é o m o te a te  aaiy e t  ia a y  tim e  p r e s s  tb© l e g i s l a t u r e  
f o r  T seiver O . F .  A, c o r t l f i e a f c e s 'o r , ,  t h i s  f à i l l a g - , ' '•*'. ;' 
d l lu t l e m  o f  r e g is tn m tlm a  % few ire m e a ts ' t o  e l l o e  e a ÿ m e  who 
©«#: f i l e . ;  M $  o e a  f e d e r e l  .tern fo rm  (e e g e -e e ra e r# *  :re.tmrm)
:tO: e n t e r  pub lie :: e e è w m tln g  p r e o t lo e *  : -- .
f a  194# t i #  e s s e u l t  e u a t ln u e d .  So»©.'1*1 b i l l s  o a  
é e b o a a te a o ÿ . :W &tters ,e e re  lm tro d u .eed  Im 4 * 'd i f f d r e a t  _ s t« t© s | ' 
C e l i fo ru im  b » d  t h e  # ib lo u S  d i e t i m o t l o a  o f  b s v la g  tb e  - m ost 
f o r  a ': e lo g l# \ 'e te t e $  15 i n  * 1 1 . K o e t o f  # o a l^  have 
b y * P * s# ed f:: '# * :# eà ed , e n d e rm la è d  o r  s a b o ta g e d  p r é s e a t  0% A.
law® b e d  th e y  p a e e e d ^  . / ; # . r t l f i e d r : f a # 1 0 ' & e e o # t a a t » , t h r o u g h
Fbdllip#, p p .. c i t , . ' P # '155.:. V .
Teehalcal & professional Mote#, fhe doaro&l o f  
h ooou nteaoT . V o l . mo. 6  (May, 1 9 4 9 ) -----------
^ : ■ y:  V y  ;
' . mlW  t w  auppqirt '# '  :%#« '
w#r« able b® p-^vemt - m #t ®f the»® Tv&m. ^®®#iàg 
law» and abere la#@' ##p® paased they wér® abl® fe® aodijty 
thair provlaioa* a® currentXy i-t ®axi be ta ld  tMb tbe
. (L' P* A**» a?# balding bbelr ®#m, bmt thalr bafe ;
W e n  m a in ly  m g a tiv ® . i n  t h a t  th e y  have  been  a g a l W t ,  a®t 
f o r ,  th e  la v a  so  t h a t  t h e i r  p o a l t lc m  i s  n o t  a t  a l l  s e e u r é  
, s i n c e  t h e  a o n - c e r t l f i e d  g ro n p a  have  h e ld  th e  l a l t l a t l v ® *  
t h e r e  hAv# b e en  few  e x c e p t io n s  t o  t h i s ;  one s t a te j f  ï&sWLngton^ï 
was a b le  t o  p a s s  a  r e # l a t o r y  b i l l  m odeled  a f t e r  th e  
I n a t i t n t s * #  b i l l ,
.- ' I t  i s  b^pe'd t h a t  th #  a e t i o n s  of thé C#-f /  A,*a # l l i  ^.' ' 
n o t  o o n tin h e  t o  b#  W  t h e  r s a r - g n a r d  type-, whem - 'l e g i s l a tu r e # '- 
a g a in  m ee t b e o a # e  i t ;  i s  " a lm o s t  o e r t s l n .  ^ a t '- t w r h o n ^ - . ,  
c e r t i f i e d  gro%P** e a o a n re g e d  an d  a id e d  by  t W  n a t i o n a l  
- ^ a la ty  o f fAblio ÀçosWtàhts.#y;wlll ba .preselag .fQr
e h a e tm e n ts  - w h ich  w i l l  b e  t o  th e  i n t a r è a t #  o f  th e  p a b l i e  
a c c o n n te h ta  who have  b e e n  u n a b le  t o  p a s*  o r  u n w i l l in g  t o  
ta k e  the G.- P , .'A#: e x a m in a t io n .  I t  1* a b u n d a n t ly  e la a p  
t h a t  t h e " S a t l o n a i  S o i l e t y  o f  B n b llc  A c c o u n ta n ts  In te n d »  ''/ 
to  : p é r ^ e tn a te ,  an d  'e^nhamee the a tà h d in g  o f  th e  n o n - o e r t l f i e d ;  ■ 
g ro u p  a n d  i t  i S ' ' . a x i W e t i c . t h a t . t h b i r  a n sw e r t o  th e  q u e s t io n  
/x!of/whether t h e r e  a h o u ld .b e  a  two*#!#»»-: # r  o n e » c la s s  s e t - u p
in  the f ie ld  of aodbhntihg I s ,  o n e -c la # » ,  A ll public accountants*
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I f  th e  c la im  to  p r o f e s s i o n a l  s t a t u s  r e s t s  upon th e  
m a in te n a n c e  o f  h ig h  p r o f e s s i o n a l  s ta n d a r d s , th e n  i t  f o l lo w s  
th a t  a t te m p ts  t o  d i lu t e  o r  e l im in a te  e d u c a t io n a l , o r  e x p e r ie n c e ,  
o r  e x a m in a tio n  req u irem en ts m ust be r e s i s t e d  n o t o n ly  by 
C e r t i f i e d  P u b l ic  A c c o u n ta n ts  b u t  o t h e r  g roups a s  w e l l  and, 
i n  f a c t ,  th e  s u c c e s s  o f  t h e  C e r t i f i e d  P u b l ic  A c c o u n ta n ts ’ 
f i g h t  t o  m a in ta in  s t a n d a r d s  w i l l  hin ge v e ry  la r g e ly  upon 
t h e ir  s u c c e s s  i n  c o n v in c in g  o t h e r  g ro u p s^ ^  su ch  as b u s in e s s  
and l a b o r  th a t  th e y  w i l l  s u f f e r ,  to o ,  i f  a c co u n tin g  stan d ard s  
are im p a ired . The A m erican  I n s t i t u t e  o f  A ccou n tan ts h a s .
Some g ro u p s  a r e  a l r e a ^  aw are  o f  th e  n e c e s s i t y  o f  
m a in ta in in g  h ig h  p r o f e s s i o n a l  a c c o u n tin g  s t a n d a r d s .  F o r  
exaaq)le th e  f o l lo w in g  q u o ta t i o n  i s  ta k e n  from  a l a t t e r  from  
th e  P r e s id e n t  o f  R o b e rt M o rr is  A s s o c ia t e s ,  n a t i o n a l  o r g a n i­
s a t io n  o f  f i n a n c i a l  c r e d i t  m en, t o  t h e  S e c r e ta r y  o f  th e  
I n s t i t u t e ;
^Members o f  t h i s  o r g a n is a t io n , i n  sa fe -g u a r d in g  
t h e  f lo w  o f  c r e d i t ,  m ust r e l y  upon th e  a b i l i t y  and 
i n t e g r i t y  o f  a c c o u n ta n ts  who c e r t i f y  f in a n c ia l  
s t a t e m e n t s .  O ur a s s o c i a t i o n  v iew s w ith  c o n ce rn  
any l e g i s l a t i v e  change th a t  w ould  low er stan d ard s  
in  th e  a c c o u n t in g  p r o f e s s io n ,  e i t h e r  by low erin g  
e d u c a t i o n a l ,  e x p e r i e n c e ,  or  w r i t t e n  exam in ation  
r e q u ir e m e n ts  f o r  th e  c e r t i f i c a t e ,  o r  by g iv in g  
l e g a l  r e c o g n i t i o n  a s  a c o n t in u in g  c l a s s  to  th o s e  
who cannot m eet th e  h ig h  s ta n d a r d s  f o r  th e  CPA 
c e r t i f i c a t e  . . . .  We b e l i e v e  i t  h ig h ly  im p ortan t, 
n o t o n ly  t o  the bank and a c c o u n tin g  p r o f e s s io n s ,  
b u t  to  th e  p u b l i c  i n t e r e s t  a s  w e l l ,  t h a t  th e  a cco u n tin g  
s t a n d a r d s  t h a t  hav e  b e en  d e v e lo p e d  du rin g  th e  p a st  
50 y e a r s  be  m a in ta in e d ."
E d i t o r i a l *  The Jou rn al o f  A c co u n tan cy , V o l. 8 5 , l o .  4 , 
( A p r i l ,  1 9 4 8 ), p .  -------------------------------------- ^
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som ewhat b e l a t e d l y ,  r e c o g n iz e d  th e  v a lu e  o f  p u b l ic  e d u c a ­
t i o n  an d  h a s  i n  r e c e n t y e a r s  e n c o u ra g e d  and a id ed  s t a t e  
s o c i e t i e s  t o  u n d e r ta k e  p ro g ram s w h ich  w i l l  make th e  p u b l ic
aw are o f  th e  d i f f e r e n c e s  b e tw een  c e r t i f i e d  and n o n - c e r t i f i e d
12p u b l i c  a c c o u n ta n t s .  I t  i s  hoped  t h a t  t h i s  somewhat overdue  
p ro g ram  w i l l  h e lp  th e  c e r t i f i e d  p u b lic  a cco u n ta n ts  th ro u g h  
th e  n e x t  few  y e a rs  when l e g i s l a t i v e  a c t i v i t y  on a c c o u n tin g  
m a t t e r s  w i l l  p rob ab ly  be a t  i t s  z e n i t h .
Mode o f  E n te r in g  th e  A ccou n tin g  P r o f e s s io n  in  th e  
U n ited  S t a t e s . T r a in in g  f o r  m ost c e r t i f i e d  p u b l ic  a cco u n t­
a n ts  to d a y  i s  p ro v id ed  by b u s in e s s  s c h o o ls  on u n iv e r s i t y
cam p u ses. H ow ever, some o f  th e  y o u n g e r c e r t i f i e d  men s t i l l  
a c q u i r e  t h e i r  know ledge  o f  a c c o u n ta n c y  by o th e r  m eans— 
from  b u s in e s s  c o l l e g e s ,  c o r re s p o n d e n c e  s c h o o ls ,  e t  c e t e r a .  
Among th e  o l d e r  p r a c t i t i o n e r s  t h e r e  a r e  many who a r e  s e l f -  
t a u g h t  and  th e  num ber o f  b u s in e s s  s c h o o l  g r a d u a te s  i s  n ot  
so  s i g n i f i o a n t .
i n  m ost s t a t e s  t o  s i t  f o r  th e  C. P . A. e x a m in a tio n  
One h a s  o n ly  t o  b e  2 l  y e a r s  o f  age and a  h ig h  sc h o o l  
g r a d u a t e .  In  m ost s t a t e s ,  h o w ev er, s h o u ld  a p e rs o n  p a s s
P e rh a p s  th e  d e la y  was due in  p a rt to  a f e e l i n g  
by  many a c co u n ta n ts  t h a t  a d v e r t i s in g  and i n  p a r t ic u la r  
a d v e r t is in g  t h a t  " t o o te d  one*s own h o rn "  was u n p r o fe s s io n a l .  
On th e  o t h e r  hand w h ile  p eo p le  a s s o c i a t e  w ith  d o cto rs  and 
perhaps know a t  l e a s t  one la w y e r , few  p eo p le  se e  a G. P. A. 
a t  work and y e t  m ore p e o p le  may be a f f e c t e d  by what the
C. P . A . 's  do than by  e i t h e r  o f  th e  o t h e r  m entioned p ro­
f e s s i o n s .
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t h e  e x a m in a tio n  and i f  he i s  w i th o u t  p u b l ic  a c c o u n tin g  
e x p e r ie n c e  ( u s u a l ly  two o r  th r e e  y e a rs  l a  req u ire d ) h is  
c e r t i f i c a t e  would be w ith h e ld  u n t i l  be produced e v id en ce  o f  
e x p e r ie n c e  s a t i s f a c t o r y  t o  th e  s t a t e  b o a rd  o f  a c c o u n ta n c y .
The ex a m in a tio n , w hich i s  now p ro v id e d  by th e  I n s t i t u t e  
in  45 of th e  48 s t a t e s  and  i n  t h e  D i s t r i c t  o f  Columbia, 
c o v e rs  f o u r  f i e l d s  o f  endeavor: a u d i t i n g ,  a c c o u n tin g  th e o r y ,
a c c o u n tin g  p r a c t i c e ,  and com m ercial la w . The e x a m in a tio n  
I s  s i m i l a r  i n  co n ten t t o  th a t  g iv e n  to  p r o s p e c t iv e  ch a rtered  
a c co u n ta n ts  in  G reat B r i t a i n  e x c e p t t h a t  th e  em phasis upon 
law  i s  m a te r ia l ly  l e s s  i n  th e  Am erican E xam in ation s,
I t  i s  p o s s ib l e  in  most s t a t e s  to d a y , d e sp ite  the  
tre n d  tow ards i n c r e a s in g  th e  e d u c a t io n  r e q u i r e m e n ts ,  f o r  
a  h ig h  s c h o o l  grad u ate  t o  s i t  f o r  th e  exam in ation  i f  he 
were tw en ty -on e  y e a r s  o f  a g e . I t  i s  adm itted  th a t  i f  h i s  
e d u c a t io n a l  b a ck g ro u n d  in c lu d e d  o n ly  h ig h  s c h o o l t r a i n i n g  
i n  a c co u n tin g  p lu s  a  few  y e a rs  o f  k e e p in g  books fo r  th e  
corn er  gas s t a t i o n ,  h is  chance# o f  s u c c e s s f u l l y  p a ss in g  any 
p a r t o f  th e  exam in ation  w ould be v i r t u a l l y  n i l .  T h e r e fo r e ,  
I r r e s p e c t iv e  o f  th e  minimum req u irem en ts w hich i n  m ost s t a t e s  
are c e r t a in ly  " u n p r o fe s s io n a l,"  in d iv id u a ls  who a sp ir e  t o  
p a s s  th e  C. P . A* ex a m in a tio n s m ust augm ent t h e i r  knowledge 
o f  a c co u n tin g  e i t h e r  by some p a r t- t im e  e f f o r t s  such a s  
n ig h t  s c h o o l  o r  le s s o n s  from  r e p u ta b le  correspondence s c h o o ls .
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or by Bome f u l l - t i m e  e f f o r t  s u c h  aa  e n r o l l i n g  in  a  c o l le g e  
o r  u n i v e r s i t y  b u s in e s s  s c h o o l ,  o r . In c e r ta in  a r e a s ,  b u s in e s s  
c o l l e g e s  w i th  a  f u l l  com plem ent o f  a cco u n tin g  c o u r s e s ,  a l b e i t  
s u c h  a  b u s in e s s  c o l l e g e  i s  a  r a r a  a v i s  i n  m ost a r e a s . Most 
s u c c e s s f u l  c a n d id a te s  In  th e  C. P , A, e x a m in a tio n s  today  
are e i t h e r  g r a d u a te s  from  some s c h o o l  o f  b u s in e s s  o r  c o l l e g e -  
t r a i n e d  i n  th a t  th e y  r e c e iv e d  a  p a rt o f  t h e i r  t r a i n i n g  th e re  
even  th o u g h  th e y  d id  n o t rem ain to  g ra d u a te *
R ole o f  S c h o o ls  o f  4 e c o u n ta n c y « The developm ent o f  
form al e d u c a tio n  In  a c c o u n tin g  and b u s in e s s  a t  th e  u n iv e r s i t y  
l e v e l  h a s  l a r g e l y  t a k e n  p la c e  s in c e  t h e  tu rn  o f  th e  1 9 th  
Century* There a r e  a  few  e x c e p t io n s  t o  t h i s  sta te m e n t, 
f o r  exam ple, th e  W harton S c h o o l o f  Commerce and F in a n ce , 
th e  f i r s t  t o  p ro v id e  e d u c a t io n  f o r  a ccou n tan cy , was founded  
in  1 8 8 1 . I n  1898 , th e  U n iv e r s i ty  o f  C h icago  o rg a n ized  i t s  
b u s in e s s  s c h o o l .  A bout a  decade l a t e r  a  su rvey  made by th e  
I n s t i t u t e  show ed a t  l e a s t  a dozen  s c h o o ls  w hich p rov id ed  
f o r  t r a i n i n g  I n  a c c o u n ta n c y . Today th e r e  a r e  a t  l e a s t  two 
h u n d re d  u n i v e r s i t i e s  and c o l l e g e s  p r o v id in g  a f u l l  c u rr ic u lu m  
o f  c o u rs e s  i n  a c c o u n t in g  s u b je c t s  and w h ich , i f  s u c c e s s f u l ly  
c o m p le te d , s h o u ld  g iv e  th e  p r o s p e c t iv e  C. P . A. a good chance  
o f  p a s s in g  th e  ex a m in a tio n s w ith o u t  fu r th e r  f o m a l  t r a in in g .
The c o n tr ib u t io n  o f  s c h o o ls  o f  b u s in e s s  t o  th e  a c c o u n tin g  
p r o fe s s io n  h a s  p rob ab ly  not been r e c o g n iz e d  by m ost o f  th e
' -  *4' 
jp»feli0 ,,«'6 # o im tia g  p r a c t i t i o n e r s  W $ n e v e r tb e le s a  th e  g r e a t e s t  
s i n g l e  f a c t o r  i n  a tre n g tW m lm g  ,:tW  p r o f e s s i o n  in , t b é  I s a t  
# r e e  d e ca d es  ,b a a  b een  ' th e  s p o o l s  o f  b u s in e s s *  fb e  Ameriomm 
I n s t i t u t e  o f  A cco u n tam ts b a s  r e c o g n is e d  t h i s  f a c t  i n  r e c e n t ,  ' 
y e a r s  end  ha#  e n c o u ra g e d  l o s S l  s t a t e  s o o l # t i » s  t o  eoopes a t e  
'.e itb . s o h c o ls  o f  b u s in e s s  ' a # m in is tra tlO B :. # « : t h s i p - r e s p e c t iv e  
s ta te s ,* ^ ^ ' è o l le g ia t# ': ,  s o W o ls ' o f  b u s i n e s s '^haè©,: p ro v id e d  tb s ,  
p r o f e s s ic a i  e i t h  a  # t e a %  s u p p ly  o f  a e l l ' - t r a i n e d  young  m en.
A t f i r s t  th e  p a r t n e r s  an d  o l d e r  s t a f f  m eabera  o f  a e e o u n tin g  
f i r m s  so m s,# m t a & e p tl  c a l  o f  t b e s e  o o l le g è  t r a in e d
a e o o u n ta n t s .  -, -.fhey f e l t  t b s t  t h e s e  j u n i o r  a c c o u n ta n ts ' from; - 
th e . c a m u s e s  u o u ld  be  to o  * tW O :fe tie a l '*  " o r  d i s d a in f u l -  o f  
t b s  r o u t in e  w o r b ; tb s t  i s  ' *p'-Smeh a  p a r t  o f  : t b s  j i& io r  
a o o o u n ta n t* s  e o r k .  Today, m ost io e o u R t la g  f i r d a ,  and  
p a r t i c u l a r l y  the.' i a r g e  o n e s ,  i n s i s t  n ^ en  man with c o lle g e :  
d eg rees» :" ' ; #e f i n d ,  t h e r e f o r e . ,  ' a  s l t m a t i o n  d e v e lo p in g  i n  s h i c h  
. t h e  t r a i n i n g  o f  t h e  ty p iW l.p # b lio ..:# o o .o u n t* n t  f a r  etce.e-ds 
th e  s t a t u t o r y  r e q u i ^ s m n t s .- ,s#d ,'#a.' oan  expeo ,t tb s -  c e r t i f i e d  . : 
publie a e o o u n ta m t o f  'tO#drr@s. s i l l  h e  im a l l ' b u t - a  .few  c a s e s  
.-a c o l l e g e  ' t r a i n e d  man# . d e s p i t e  . t h e  l # a  d d n # t i s h a l  \-%v
SSsnis in -m # s t  .S ta tes» .'."  -
■ TM-'s. .iS- 'e t i d e a e e d  b y  a  p a p e r  g iv S n  a t  th e  s i t t y -
f i r s t  s fm a a l ' m e e tin g  'O f th e .  -Ame.:#ean i n s t i t n t S  o f  A ceountant#»  
.,$ S p te sh e r ...1##»  ̂..by;. H enry ' le e ', ' on t i t l e d . '  '* % a t Can
‘ a '.S ta te - ip o i.e ty '.- 'i jd  f o ’-'-Cooperate t i t b  S c h o o ls  o f  B u s in e s s  
j t ^ n l s t a s t l o h » » *
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P e rh a p s  th e  o n ly  s a l i e n t  w eakness o f  th e  c o l le g e  
t r a i n e d  acco u n ta n t i s  M s  la c k  o f  p r a c t i c a l  e x p e r ie n c e .
I n  t h i s  r e s p e c t  th e  young c h a r t e r e d  a c c o u n ta n t  a c q u i r e s  
"o n -th e -jo b * *  e x p e r ie n c e  a s  a  p a r t o f  th e  r e g u la r  t r a i n i n g  
c o u rs e  p ro v id e d  by  th e  s o c i e t i e s  i n  Great B r i t a in ,  C u r re n t ly  
s t e p s  a r e  b e in g  taken  i n  American s c h o o ls  o f  b u s in e s s  to  
rem edy t h i s  d e f e c t .  I n te r n s h ip  p ro g ram s in  e h ic h  the  
a c c o u n ta n t  t r a in e e  sp ends one o r  more q u a r t e r s  o r  s e m e s te rs  
o u t  o f  s c h o o l  and on th e  job as a  ju n io r  accou n tan t have 
been  o r  are b e in g  i n a u g u r a te d  b y  v a r io u s  s c h o o ls  o f  b u s in e s s .  
The i n t e r n s h i p  program i s  th e  A m erican  a p p ro a c h  t o  th e  
B r i t i s h  t r a in in g  m ethod  o f  th e o r y  and  p r a c t i c a l  e x p e r ien ce  
a c q u i r e d  a t  th e  same t im e .
In  tim e  A m erican  s c h o o ls  o f  b u s i n e s s ,  i f  th e y  m a in ta in  
t h e i r  p r e s e n t  M g h  s t a n d a r d s ,  w i l l  by n o n - s t a tu t o r y  means 
a t t a i n  th e  e d u c a t io n  l e v e l  o f  th e  o t h e r  p r o f e s s io n s  fo r  
t h e i r  a c c o u n tin g  t r a i n e e s ,  w h e th e r  o r  n o t  th e  I n s t i t u t e  
and t h e  v a r io u s  s t a t e  s o c i e t i e s  a r e  a b le  to  r a i s e  th e  
sta n d a rd s up to  th o s e  o f  th e  l e g a l  an d  m ed ica l p r o fe s s io n s  
by l e g i s l a t i o n .  How ever, i f  th e  I n s t i t u t e  and i t s  c o h o r ts  
a r e  unable t o  w i th s ta n d  th e  a ttem p ts  to  red u ce p r e se n t  
sta n d a rd s by th e  i s s u i n g  o f  " w a iv e r"  c e r t i f i c a t e s  and o th e r  
m eans, th e n  f in e  e f f o r t s  o f  th e  s c h o o ls  o f  b u s in e s s  w i l l  
have l o s t  much o f  t h e i h  e f f e c t i v e n e s s  i n s o f a r  as the  
b e t t e r m e n t  o f  th e  p r o fe s s io n  a s  a  w hole i s  c o n c e rn e d .
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In  summary I t  s h o u ld  be n o te d  th a t  th e  e x te n t  and 
q u a l i t y  o f  th e  t r a i n i n g  a v a i la b le  f o r  young a c c o u n ta n ts  
i n  th e  U n ite d  S t a t e s  i s  com parable t o  t h a t  i n  Great B r i t a i n .  
A c o l l e g e - t r a in e d  a c c o u n ta n t  who h o ld s  h i s  C. P . A. c e r t i ­
f i c a t e  a s  a r e s u l t  o f  p a s s in g  an exam in ation  p ro v id e d  by 
th e  Am erican I n s t i t u t e  o f  A c c o u n ta n ts  w ould n o t  be i n f e r i o r  
to  a  C h artered  A cco u n ta n t. But th e  t i t l e  o f  C e r t i f ie d  
P u b l ic  A c co u n ta n t does n o t  a lw ay s  s i g n i f y  a  c o l le g e - t r a in e d  
man n o r  one who has p a sse d  any exam in ation  a t  a l l  on 
a c c o u n t in g  s u b je c t s *  The f a c t  th a t  i t  i s  n e c e ssa r y  to  
exam ine ea ch  C. P . A .’ a p e d ig r e e  I s  in d ic a t iv e  o f  the i n ­
h e r e n t  w eakness i n  l e a v in g  th e  m a tter  o f  p r o fe s s io n a l  
s t a n d a r d s  up to  th e  s e v e r a l  s t a t e s *  T h e r e fo r e ,  the o b v io u s  
f a c t  th a t th e  c o u n try -w id e  p r e s t ig e  f o r  th e  C. P . A. c e r t i ­
f i c a t e  d ep en d s upon th e  e x i s t e n c e  an d  m aintenance o f  h ig h  
s ta n d a r d s  i n  ev ery  s t a t e  w i l l  c o n tin u e  to  be  a f a c t  b u t 
n ev er  an a c t u a l i t y  u n t i l  th e  C o n s t i t u t i o n  o f  th e  U n ite d  
S t a t e s  l a  e i t h e r  changed o r  r e - i n t e r p r e t e d  to  p rov id e  f o r  
F ed er a l l i c e n s i n g  o f  th e  p r o f e s s i o n s .  U n t i l  th a t  tim e  
a c c o u n t in g 's  p r o f e s s io n a l  sta n d a rd s and even t h e  t i t l e  o f  
c e r t i f i e d  p u b l ic  a cco u n ta n t i t s e l f  w i l l  c o n tin u e  under not 
one but f o r t y - n in e  Dam ocles' sw ord s.
CHAPTER IV 
BREADTH OF PROFESSIONAL SERVICES
I n  c o n s id e r in g  th e  work o f  p r o f e s s i o n a l  a c c o u n ta n ts  
i n  th e  U n ite d  S t a t e s  and  i n  G reat B r i t a i n ,  th e r e  a r e  f a c t o r s  
w h ich  in d ic a t e  th a t  th e  sc o p e  o f  a c c o u n tin g  p r a c t i c e  i n  th e  
two c o u n t r i e s  w ould be a b o u t th e  sam e. B oth  c o u n t r i e s  have 
s i m i l a r  p o l i t i c a l  i n s t i t u t i o n s ,  a  oosmon h e r ita g e  o f  language  
and c u l t u r e ,  and  an economy in  b o th  th a t  i s ,  o r  has been , 
p re d o m in a te ly  c a p i t a l i s t i c .  The two c o u n tr ie s  have h ig h ly  
d ev e lo p ed  i n d u s t r i e s  co u p led  w ith  com plex f in a n c ia l  i n s t i t u t i o n s  
Y e t ,  d e s p ite  t h e s e  s i m i l a r i t i e s ,  th e r e  are s i g n i f i c a n t  
d i f f e r e n c e s  i n  th e  sc o p e  o f  a c c o u n t in g  p r a c t i c e  betw een th e  
two c o u n tr ie s  a s  w i l l  s h o r t l y  be d i s c lo s e d .
P u b l ic  A c c o u n tin g  i n  G reat B r i t a i n .^  P u b lic  a cco u n tin g  
p r a c t i c e  i n  Great B r ita in  i s  founded much more upon a  l e g a l  
b a s i s  th a n  i s  a c c o u n t in g  i n  th e  U n ite d  S t a t e s .  The so u r c e s  
o f  t h i s  l e g a l  b u lw a rk  a r e  th e  B r i t i s h  Companies A c ts ,  the  
B r i t i s h  Law C o u r ts ,  th e  L o ca l Government Boards o f  th e  
B r i t i s h  C e n t r a l  G overnm ent, a n d  th e  B r i t i s h  Income Tax Laws.
The f i r s t  o f  th e s e  f a c t o r s ,  th e  B r i t i s h  Companies 
A c t s ,  can  be com pared i n  some r e s p e c ts  w ith  th e  S e c u r i t ie s
Much o f  t h i s  s e c t io n  i s  b ased  upon correspondence
and  d i s c u s s io n s  w i th  David H i l l ,  C hartered A c c o u n ta n t, 
S e a t t l e ,  W ashington.
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and Exchange C o m m issio n 's  R e g u la t io n s ,  but th ey  a r e  a c t u a l l y  
much b road er and  more com prehensive i n  t h e i r  a p p l i c a t i o n  to  
B r i t i s h  c o r p o r a te  l i f e  th a n  th e  im p ingem en ts o f  com parab le  
A m erican  r e g u l a t i o n s .
The e x te n s iv e n e s s  o f  th e  B r i t i s h  Companies A c ts  ( t o  
be d is c u s s e d  i n  some d e t a i l  i n  Chapter V) a r is e s  from th e  
f a c t  t h a t  h i s t o r i c a l l y  th e  p r i v i l e g e  o f  l i m i t e d  l i a b i l i t y  
was gran ted  i n  Great B r ita in  a s  a  b o on , n o t a s  a  r i g h t  a s  
in  th e  U n ite d  S t a t e s .  C o n se q u e n tly  th e  j o i n t - s t o c k  com panies 
d e s ir in g  l im it e d  l i a b i l i t y  bad to  a c c e p t  c e r t a i n  r e s p o n s i b i l i ­
t i e s  i n  r e tu rn  f o r  i t s  a c q u i s i t i o n .  One o f  th e  re q u ire m e n ts  
im posed  upon ea ch  company i s  to  f i l e  a n n u a lly  w ith  the  
R e g is tr a r  o f  J o i n t - S t o c k  Companies a  copy o f  i t s  a u d i t  and 
a  c e r t i f i e d  b a la n c e  s h e e t .
The a u d i t o r s  a r e  a p p o in te d  e a c h  y e a r  by th e  s to c k ­
h o ld e r s  a t  t h e  annual m e e tin g  a n d , b e c a u se  o f  th e  f a c t  th a t  
th e  a u d i t o r s  a r e  n o t. a p p o in te d  by  o r  r e s p o n s ib le  t o  th e  
c o m p a n ie s ' m anagem ent, th e  a u d i t o r ' s  c e r t i f i c a t e  i s  a lw ay s 
a d d re s s e d  t o  th e  s t o c k h o ld e r s .  A ppo in tm en t o f  C h a r te re d  
A c c o im ta n ts  i s  n o t  r e q u i r e d  by  th e  Companies A c ts — how ever, 
a s  a  m a t te r  o f  p r a c t i c e .  C h a r te r e d  A c c o u n ta n ts  i n v a r i a b l y  
have  b een  c h o sen  b e c a u s e  o f  t h e i r  h ig h  sta n d in g  and i n t e g r i t y .
In  th e  c a s e  o f  new ly  o r g a n i s e d ,  l i m l t e d - 1 1 a b i l i t y  
co m p a n ie s , a  f i n a n c i a l  e x a m in a tio n  c a l l e d  tb s S ta tu to r y
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I n t e r i m  A u dit m ust be made w i th in  a  few  m onths o f  th e  forma— 
t l o n  o f  th e  ooapany  I n  o r d e r  t o  a s s u r e  th e  s to c k h o ld e r s  th a t  
th e  r e p r e s e n ta t io n s  made t o  them  by the p ro m o te rs  have 
been c a r r ie d  o u t*  The a u d ito r s  f o r  t h i s  S ta tu to r y  I n t e r im  
A udit a r e  a p p o in ted  by th e  p ro m o te rs  and I t  i s  req u ired  
t h a t  th e  nam es o f  th e  chosen  a u d i t o r s  be s e t  f o r t h  on th e  
f a c in g  s h e e t  o f  th e  p r o s p e c t u s .  In  ord er  to  str en g th e n  
t h e i r  p r o s p e c tu s  and t o  e s t a b l i s h  c o n fid e n c e  in  th e  in v e s t in g  
p u b l i c ,  p roisotera  o f  n e c e s s i t y  have ap p oin ted  C h a r te re d  
A c c o u n ta n ts  t o  make th e  S t a t u t o r y  In te r im  A u d it .
B r i t i s h  law  c o u r t s  have  a l s o  f ig u r e d  In  th e  r i s e  o f  
th e  C h artered  A c c o u n ta n ts  t o  t h e i r  p r e s e n t  p o s i t i o n .  F o r  
ex am p le , d u rin g  th e  p e r i o d  o f  l a 6#  to  1333 a  c o n s id e r a b le  
p o r t i o n  o f  th e  work o f  p u b l i c  a c c o u n ta n ts  was concerned w ith  
w in d in g  up th e  a f f a i r s  o f  b a n k r u p ts .  T h is duty f e l l  upon th e  
a c c o u n ta n ts  b e c a u se  o f  th e  C o i^ a n ie s  Act o f  1362 w h ich  p r e ­
s c r i b e d  th a t t r o u b le d  b u s in e s s  be p la c e d  in  th e  hands o f  
d i s in t e r e s t e d  p e r s o n s .  I n  f a c t ,  th e  a c c o u n ta n ts  were so  
a c t iv e  in  t h e  c a p a c i ty  o f  l i q u i d a t o r s  o f  com panies t h a t  I t  
h a s  been re m a rk e d  th a t  " t o  Imve y o u r  o f f i c e  e n ter ed  by an  
a c c o u n ta n t  was t o  be a v o id e d * " ^  L a t e r ,  when th e  Bankruptcy
g
B ish o p  C arleton  H unt, TW  D evelopm ent o f  th e  B u sin e ss  
C o rp o ra t io n  In  England 1 8 0 Q - 1 3 6 f ('dam bri^gei ~ W arv arl 
O nlv© rsi’ty '”'P re a a ,  ï M ë ) , '  See f o o tn o te  No. 157 , p .  142 .
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A ct o f  1883 e s t a b l i s h e d  th e  o f f i c e  o f  O f f i c i a l  R e c e iv e r ,  
i t  reduced  th e  amount o f  t h i s  ty p e  o f  work handled by 
a c c o u n ta n ts  ( u s u a l ly  C h a r te r e d  A c c o u n ta n ts ) . However, 
b e c a u se  o f  p reced en t and e x c e l l e n t  s e r v i c e ,  B r i t i s h  
a c c o u n ta n ts  co n tin u ed  t o  han dle  th e  f o l lo w in g  ty p e s  o f  
l e g a l  a f f a i r s ;
1) l iq u id a t io n s  o f  co rp o ra tio n *
2) w ind ing up o f  bankrupt c o r p o r a tio n s
3) h a n d lin g  e s t a t e s  o f  in c a p a b le  p erson*
4) h a n d lin g  o f  e s t a t e s  o f  m in o rs  and e s t a t e s  h e ld  
i n  t r u s t
5) a r b i t r a t io n  p ro c e e d in g s
Thus in  G reat B r i t a i n  C h a r te re d  A c c o u n ta n ts  and n ot  
la w y e rs  w ere u s u a l ly  ap p o in ted  th e  l i q u i d a t o r s ,  th e  t r u s t e e s ,  
and th e  r e f e r e e s .  #hen la w y e rs  w ere  a p p o in te d  by  the c o u r ts  
i n  th e  l a r g e r  c a s e s  th e y  a c te d  In  an a d v is o r y  c a p a c ity  o n ly  
and th e  burden o f  th e  p a r t ic u la r  c a s e  l a y  w ith  th e  C hartered  
A cco u n ta n t, n o t  th e  b a r r i s t e r .
I n  th e  B r i t i s h  I s l e s  th e r e  i s  one c e n tr a l  governm ent 
and c o n se q u en tly  l o c a l  u n i t s ,  su ch  a s  th e  co u n ty , th e  burgh, 
and th e  p a r i s h  a re  r e s p o n s ib le  d i r e c t ly  to  th e  n a t i o n a l  
g o v e rn m e n t. These v a r io u s  u n it s  o f  l o c a l  government are  
r e q u ir e d  t o  p r o v id e  th e  n a t io n a l  government w ith  an a u d it  
o f  t h e i r  a f f a i r s  each  y e a r . A u d ito rs fo r  t h is  work a r e
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s e l e c t e d  by  l o c a l  p o l i t i c i a n s  from  a  p a n e l  o r  r o s t e r  p r e ­
pared  by  a  c a b in e t  o f f i c e r  o f  th e  c e n t r a l  g o v e rn m e n t. P r i o r  
t o  th e  r i s e  o f  th e  L ab o r P a r ty  o n ly  th e  names o f  C h a r te re d  
A c c o u n ta n ts  appeared  on th e  r o s t e r s .®  Thus In  th e  m u n ic ip a l  
a c c o u n tin g  f i e l d  th e  C h a r te r e d  A c c o u n ta n ts  a p p ro a c h e d  th e  
s t a t u s  o f  q u a s l -g o v e m m e n ta l  o f f i c i a l s  a s  th e y  r e p o r te d  
d i r e c t ly  t o  a  c a b in e t  o f f i c e r  t o  whom t h e i r  a u d it  r e p o r t  was 
a d d re s s e d .
The p o s i t i o n  o f  C h a r te r e d  A c c o u n ta n ts  w i th  r e s p e c t  to  
B r i t i s h  Incom e Tax Laws I s  u n iq u e .  A c e r t i f i e d  copy o f  th e  
b a la n c e  s h e e t  o f  a l l  com pan ies I s  r e q u i r e d  t o  be a t t a c h e d  
to  t i » l r  r e s p e c t i v e  Incom e t a x  r e t u r n s  and  w here th e  b a la n c e  
s h e e t  and  accom pany ing  t a x  r e t u r n s  a r e  b a se d  upon f i n a n c i a l  
e x a m in a t io n s  made by  C h a r te r e d  A c c o u n ta n ts ,  th e  S u rv e y o r o f  
T axes g e n e r a l l y  a c c e p ts  th e  r e t u r n  w ith o u t  any s c r u t in y  o f
® The B r i t i s h  L o c a l G overnm ent A c t, 1933 , p ro v id e d  
f o r  an a u d i t  e i t h e r  by th e  d i s t r i c t  a u d i t o r s  o f  th e  M in is t r y  
o f  H e a l th  o r  a p r o f e s s i o n a l  a u d i t  by members o f  one o r  more 
o f  th e  fo l lo w in g  a c c o u n t in g  s o c i e t i e s :
(a )  I n s t i t u t e  o f  C hartered A ccou n tan ts In  England
and W ales
(b ) S o c ie ty  o f  I n c o r p o r a te d  A c c o u n ta n ts  and A u d ito rs
(c )  S o c ie ty  o f  A c c o u n ta n ts  i n  Edinburgh
(d ) I n s t i t u t e  o f  A c c o u n ta n ts  and  A c tu a r ie s  In  Glasgow
(e )  S o c ie ty  o f  A c c o u n ta n ts  I n  A berdeen
( f )  Tbs A s s o c ia t io n  o f  C e r t i f i e d  and  C orporated
A c c o u n ta n ts
P r i o r  t o  th e  p a s s a g e  o f  t h i s  A ct o n ly  C h a r te re d  
A c c o u n ta n ts  an d  I n c o r p o r a te d  A c c o u n ta n ts  c o u ld  a u d i t  th e  
a c c o u n ts  o f  a  m u n ic ip a l  c o r p o r a t io n .
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th e  c l i e n t » s  books* T h is  i s  s i g n i f i c a n t  e v id e n c e  o f  th e  
h ig h  c o n f id e n c e  p la c e d  upon th e  r e p r e s e n t a t i o n s  o f  th e  
C h a r te r e d  A c c o u n ta n ts*  I t  does n o t  mean t h a t  q u e s t io n s  
w i l l  n o t be a sk e d  a t  t im e s  r e g a r d in g  d e p r e c ia t io n  r a te s  o r  
o t h e r  m a t t e r s  b u t  i t  do es i n d i c a t e  u n p a r a l l e l e d  c o n f id e n c e  
i n  th e  I n t e g r i t y  o f  th e  C h a r te r e d  A c c o u n ta n ts  to  d i s p la y  
th e  f a c t s  h o n e s t ly  f o r  a l l  c o n c e rn e d  t o  s e e ,  even  in c lu d in g  
th e  t a x  c o l l e c t o r !
From th e  rem a rk s  a b o v e  i t  may be o b s e rv e d  th a t  th e  
C hartered  A cco u n ta n t, p r o te c te d  by E n g lis h  law , has la b o red  
i n  a c o m p a ra t iv e ly  u n r e s t r i c t e d  e n v iro n m e n t. Be has u s u a l ly  
been in  th e  p o s i t i o n  o f  r e p o r t i n g  to  someone who h a s  no 
rea so n  to  w ant t o  c o n t r o l  o r  l i m i t  h is  a c t io n s *
p u b l ic  A ccou n tin g  i n  th e  U h lted  S t a t e s * American 
a c c o u n ta n ts  have  many t im e s  b e en  r e f e r r e d  t o  a s  th e  "handmaidens 
to  b u s in e s s "  o r  perhaps a s  " s k i l l e d  p r o f e s s i o n a l  a s s i s t a n t s  
t o  m an a g em en t" --a  d e s c r i p t i o n  w h ic h  p le a s e s  m ost p u b l ic  
a c c o u n ta n t s ,  e v e n  th o s e  who a re  c e r t i f i e d .  And i t  c a n n o t be 
d o u b te d  t h a t  th e  v e in  o f  t r u t h  I n  su c h  a p p e la t lo n s  i s  a  
broad one In d e e d . I t  h a s  r e s u l t e d  from th e  f a c t  th a t A m erican  
a c c o u n ta n ts .  I n c lu d in g  th o se  c e r t i f i e d ,  have had t o  s e l l  
t h e i r  s e r v i c e s  and g a in  th e  good w i l l  o f  businessm en i n  much 
th e  same manner am an  a d v e r t i s i n g  agency*
63
In  t h e  e a r l y  h i s t o r y  o f  th e  U n ited  S t a t e s ,  s t a t e s  
v ie d  w i th  e a c h  o t h e r  in  th e  b u s in e s s  o f  e n c o u ra g in g  e n t e r ­
p r i s e s  to  i n c o r p o r a te  w i th in  t h e i r  own s t a t e  b o u n d a r ie s* ^
In  t h i s  c o m p e tit iv e  s t r u g g l e  th e  s to c k h o ld e r  was f o r g o t t e n  
and i t  i s  a  s a f e  a ssu m p tio n  t h a t  had  any one o f  th e  s t a t e s  
r e q u ir e d  an  a u d ite d  b a la n c e  s h e e t  t o  be s u b m itte d  to  th e  
s to c k h o ld e r s  an n u a lly^  t h i s  a lo n e  would probab ly  have caused  
p r o s p e c t iv e  in c o r p o r a to r s  to  se ek  c h a r t e r s  from  o th e r  s t a t e s ,
Am erican a c c o u n ta n ts  have  bad to  ed u ca te  businessm en  
in  a  g r e a t  many c a s e s  t o  u se  th e  s e r v i c e s  o f  a c c o u n ta n ts ,  
and i t  i s  o n ly  i n  r e c e n t  d ecad es t h a t  th e  a c c o u n ta n t  h a s  
b een  lo o k e d  upon a s  i n d i s p e n s a b le  by many b u s in e ssm e n . 
A m erican  a c c o u n ta n ts  a r e  u s u a l l y  h i r e d  by and  r e s p o n s ib le  
d l m o t l y  t o  m anagem ent, r a r e l y  e v e r  t o  th e  s to c k h o ld e r s .
Few p e o p le  w ou ld  c a r e  to  a rg u e  t h a t  th e  o f f i c e r s  o f  a 
c o r p o r a t io n  can  be c o n s id e r e d  a s  b e in g  " d is in t e r e s t e d  p a r tie s*
^  B e r le  an d  Means s t a t e  t h a t  e a r l y  i n  the n in e te e n th  
c e n tu ry  t h e r e  w ere a  num ber o f  p r o t e c t i o n s  a f f o r d e d  s to c k ­
h o ld e r s ,  The o b j e c t i v e s  o f  th e  e n te r p r is e  w ere r eq u ire d  t o  
be c l e a r l y  d e f in e d  s o  th a t  c o r p o r a te  management was l im i t e d  
t o  s t a t e d  p u rp o s e s I  c o n t r i b u t i o n s  o f  c a p i t a l  w ere c lo s e ly  
su p e r v ise d  and minimum c a p i t a l  c o n t r i b u t i o n s  had to  be made; 
a  r ig i d  c a p i t a l  s t r u c t u r e  was im posed upon e ac h  c o r p o r a t io n ;  
d iv id e n d s  were t o  be p a id  o n ly  o u t  o f  s u r p lu s  p r o f i t s ,  B e r le  
and Means th e n  t r a c e  th e  g r a d u a l  d i l u t i o n  o f  th e s e  p r o t e c t iv e  
means a s  c o r p o r a t io n s  in c r e a s e d  i n  s i z e  and  p o w er,
B e r le  and  Means* The Modern C o rp o ra t io n  and P r iv a te  P ro p er ty . 
Hew Y ork: The M acM illan dom pahy, p p . 'Ï Ê f - l ë S ,
54
i n  th e  a f f a i r s  o f  t h e i r  own c o r p o r a t io n .
S m a ll com pan ies and u n in c o r p o r a te d  b u s in e s s e s  in  th e  
U n ite d  S t a te s  a r e  f r e q u e n t ly  s e r v e d  by n o n - c e r t i f l e d  
a c c o u n ta n t s ,  b u t  an e% amination o f  c o r p o r a tio n  a u d i t  r e p o r t s  
o f  th e  medium and l a r g e - s i z e d  c o r p o r a t io n s  show# t h a t  th e  
a u d i t s  o f  t h e s e  com pan ies a r e  i n v a r i a b l y  done by C e r t i f i e d  
P u b l ic  A c c o u n ta n ts .  I n  th e  r e la t io n s h ip #  betw een  c e r t i f i e d  
p u b l i c  a c c o u n ta n ts  an d  th e  l a r g e r  c o r p o r a t io n s  a  num ber o f  
p r e s s u r e s  have  a p p e a re d .
One o f  th e s e  p r e ssu r e #  w h ich  h a s  te n d e d  to  weaken 
th e  a c c o u n ta n t*  a p o s i t i o n  i s  t h e  f a c t o r  o f  c o m p e ti t io n  
b e tw een  a c c o u n ta n ts  th e m s e lv e s .  I n  th e  p a s t  t h i s  c o m p e ti t io n  
has i n c lu d e d  th e  u s e  o f  some r a t h e r  s h a rp  p r a c t i c e s  in  ord er  
t o  g a in  b u s in e s s  in  t h e  fo rm  o f  a u d i t s  an d  t a x  w ork . Today 
th e  s i t u a t i o n  i s  Improved a s  a  r e s u l t  o f  e f f o r t s  by th e  
Am erican I n s t i t u t e  o f  A c c o u n ta n t#  and  by th e  v a r io u s  s t a t e  
s o c i e t i e s . G The I n s t i t u t e  i n  c o o p e r a t io n  w ith  s t a t e  s o c i e t i e s  
h a s  b een  a b l e  to  e l i m in a te  many u n - p r o f e s s i o n a l  p r a c t i c e s  
su c h  a s  a d v e r t i s i n g ,  c o n tin g e n t f e e s ,  e n g ag in g  in  o th e r  
o c c u p a t io n s  th o u g h t  t o  be in c o m p a t ib le  w ith  p u b l ic  a c c o u n t in g .
G The A m erican  I n s t i t u t e  o f  A c c o u n ta n ts  tm s a d o p te d  
r u l e s  o f  p r o f e s s i o n a l  c o n d u c t f o r  i t s  m em bership and s t a t e s  
s o c i e t i e s  a l s o  h a v e  co d es  o f  e t h i c s  p a t t e r n e d  a f t e r  th a t  o f  
th e  I n s t i t u t e .  F o r  a  co m p le te  l i s t i n g  o f  th e  r u l e s  o f  p r o ­
f e s s i o n a l  c o n d u c t o f  th e  Am erican I n s t i t u t e  o f  A c c o u n ta n ts , 
s e e  Appendix B.
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an d  many o t h e r  p r a c t i c e s  c o n s id e r e d  d e tr im e n ta l to  th e  
p r e s t i g e  o f  t h e  p r o f e s s io n *  Bornever* th e r e  i s  s t i l l  some 
a u b - ro a a  u n d erb id d in g  and c o n s id e r a b le  v e r b a l u n d e rm in in g  
w i th  r e s p e c t  t o  m a in ta in in g  o ld  a u d i t s  and s e c u r in g  new o n e s .  
A n o th e r  f a c t o r  i s  w hat can  be r e f e r r e d  t o  a s  " sh o p p in g  
a ro u n d "  by oompamy managements among a c c o u n tin g  f irm s w ith  
a  v iew  e i t h e r  t o  f i n d i n g  a f ir m  w hich w i l l  " g o -a lo n g "  w ith  
th e  m anagem ent on some c u r r e n t  d u p l i c i t y  o r  j u s t  t o  weaken 
th e  p o s i t i o n  o f  th e  a c co u n ta n ts  i f  any q u e s t io n  sh ou ld  a r is e  
w h ich  w ould in v o lv e  a  d if f e r e n c e  o f  o p in io n . The f i r i n g  
o f  an  a u d it in g  firm  i s  not g iv e n  a  secon d  th o u g h t in  American  
p r a c t ic e  w h e rea s  i n  G re a t  B r i t a i n  su c h  an o c c u r re n c e  i s  a  
m a tter  o f  g r a v e s t  co n ce rn *
S t i l l  a n o th e r  f a c t o r  a f f e c t i n g  th e  a u d i to r * a  p o s i t io n  
i s  t h e  q u e s t io n  o f  who a c t u a l l y  r e q u e s te d  th e  a p p o in tm e n t 
o f  th e  a u d i t o r .  G s u a l ly  a u d i t o r s  a r e  h i r e d  by th e  company 
and t h e  a u d i t  r e p o r t  i s  a d d r e s s e d  e i t h e r  t o  th e  o f f i c e r s  o r  
th e  d i r e c t o r s .  In  c a s e  th e  a u d it  h a s  b een  demanded by 
b a n k e r s ,  l a r g e  s to c k h o ld e r s ,  o r  o th e r  p a r t i e s  o u t s id e  th e  
management c i r c l e ,  one u s u a l ly  f in d s  t h a t  th e  independence  
o f  th e  a u d i t o r  a p p ro a c h e s  th e  t r a d i t io n a l  p o s i t i o n  o f  th e  
C hartered A c c o u n ta n t.  In  th e  c a se  o f  th e  l a r g e  c o r p o r a t io n  
where th e  s to c k h o ld e r s  a r e  a  l e g io n ,  w here o u ts id e  f in a n c ia l  
i n s t i t u t i o n s  have  l i t t l e  o r  no i n t e r e s t  to  p r o t e c t ,  and where
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t h e  c o rp o 2» a tla n ‘ a own m anagem ent s t a f f  in c lu d e s  e jqpert 
a c c o u n ta n ts  and  a u d i t o r s ,  th e  s o - c a l l e d  independence o f  th e  
C e r t i f i e d  P u b l ic  A c c o u n ta n t v i r t u a l l y  d i s a p p e a r s .  Itoder 
su c h  c ir c u m s ta n c e s  a u d i t i n g  becom es a  m a t t e r  o f  "rubber- 
stam ping" th e  b a la n c e  s h e e t  an d  r e l a t e d  s t a te m e n t s .
F o r  t h e s e  arid o t h e r  r e a s o n s  i t  can  b e  re a s o n a b ly  
c o n c lu d e d  t h a t  th e  In d e p e n d e n c e  o f  th e  C e r t i f i e d  P u b lic  
A c c o u n ta n t i n  h i s  a u d i t  engagem ents i s  h ig h ly  u n c e r t a i n .
I n  some s i t u a t i o n s  in d ep en dence e x i s t s  i n  f a c t ,  i n  ot&wr 
s i t u a t i o n s  i t  i s  i n  f a c t  a  m y th . The s u c c e s s f u l  C e r t i f i e d  
P u b l ic  A c c o u n ta n t, l a c k in g  th e  u m b re l la  p ro v id e d  f o r  th e  
C h a r te r e d  A c c o u n ta n ts  by th e  B r i t i s h  Com panies A c ts ,  i s  
a  m a s te r  o f  com prom ise , and  u s u a l l y  m anages t o  s a lv a g e  
so m e th in g  f o r  th e  s a k e  o f  a c c o u n t in g  p r i n c i p l e s  an d  a t  
th e  same t im e ,  to  sa v e  th e  a u d i t  engagem ent f o r  th e  
s u c c e e d in g  y e a r .  F o r t u n a t e ly  f o r  th e  C e r t i f i e d  P u b lic  
A c c o u n ta n t, t h e  q u e s t io n  o f  w hat i s  sav ed  f o r  th e  s to c k h o ld e r s  
in  th e  c o r p o r a te  g ia n t s  o f  th e  day r a r e l y  a r i s e s .®
® S to c k h o ld e r s  w ould  n o t  ev en  d e r iv e  much c o m fo rt from  
r e a d in g  th e  p u b l i c a t i o n s  o f  th e  a c c o u n tin g  p r o f e s s io n  i t s e l f .  
For e x am p le , on th e  s u b j e c t  o f  a d s - s t a t e m e n t  o f  p r o f i t s ,  th ey  
w ould h av e  fo u n d  a  s tu d y  d e n o tin g  a b u se s  i n  th e  u se  o f  r e s e r v e s  
by  m a jo r  cosqxanies i n  th e  p re -w a r  y e a r s .  And when th e  s to c k ­
h o ld e r  r e c a l l e d  th e  f a c t  t h a t  p r o f i t s  d u r in g  th o s e  y e a r s  w ere 
low  he  w ould  d o u b t le s s  w onder (w i th  a la rm ) w hat d e v ic e s  th e  
m a jo r  c o r p o r a t io n s  d e v e lo p e d  d u r in g  th e  " f a t "  w ar and p o s t-w a r  
y e a r s  t o  h id e  t h e i r  p r o f i t s .  F o r  a r t i c l e s  on th e  a b u se s  o f  
r e s e r v e s  s e e :  H e rb e r t  E . M i l l e r ,  " S u rp lu s  R e s e rv e s ,"  The
A c co u n tin g  R eview , ( A p r i l ,  1 9 4 7 ) , p .  147; M aurice  H. S ta n s ,  
"W eakness i n  f i n a n c i a l  R e p o r tin g  C aused by Improper Use o f  
R e s e rv e s ,"  The J o u r n a l  o f  A c co u n ta n cy . V o l. 8 5 , Ho. 3 (March. 
1 9 4 8 ) , p p .  ^
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So f a r  th e  d i s o n s alorn o f  p u b l i c  a c c o u n tin g  p r a c t ic e  
In  th e  D h lte d  S t a t e s  h a s  d w e lt upon th e  r e l a t i o n s h i p s  o f  
C e r t i f i e d  P u b l ic  A c c o u n ta n ts  a n d  t h e i r  c o r p o r a t io n  e m p lo y e rs .
I f  we c o n s id e r  th e  m a t t e r  o f  c o u r t  w ork , th e  C e r t i f i e d  P u b l ic  
A c c o u n ta n t ( o r  any  o th e r  a c c o u n ta n t)  f a c e s  b a r r e n  p r o s p e c t s ,  
u n l e s s  he is '  a l s o  a  la w y e r .  The law  p r o f e s s io n  h a s  a c h iev e d  
f o r  i t s e l f  a  *c lo s e d  sh o p ” i n  th e  m a tter  o f  a c c e s s  t o  c o u r t s ,  
and  c u r r e n t l y  some e le m e n ts  o f  th e  l e g a l  p r o f e s s io n  are  
a t t e m p t in g  t o  b ro a d e n  th e  b a s e  o f  th e  p r o f e s s io n  and make t a x
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work th e  e x c lu s iv e  p r o v in c e  o f  la w y e r s .  C o n s id e r in g  th e  
p e n c h a n t o f  la w y e rs  f o r  l e g i s l a t i v e  a c t i o n  In  s e t t l i n g  t h e i r  
j u r i s d i c t i o n a l  d i s p u t e s  ( l o g i c a l  when one c o n s id e r s  t h a t  
about n in e ty  p e r  c e n t  o f  th e  l e g i s l a t o r s  have a l e g a l  b ack ­
g ro u n d ) a c c o u n ta n ts  c o u ld  lo s e  p a r t  o r  a l l  o f  t h e i r  ta x  
w o rk . More w i l l  be s a i d  upon t h i s  m a t t e r  l a t e r  u n d e r  th e  
c h a p te r  e n t i t l e d  " fh e  F u tu re  o f  th e  P r o f e s s io n  H ere and A b ro ad . ”
^ B e p r e s e n ta t iv e  o f  a ttem p ts  o f  t h i s  ty p e  I s  th e  
J u d i c i a l  C o d i f ic a t i o n  B i l l ,  HI 3 2 1 4 , which, In  i t s  o r i g i n a l  
fo rm , w ould have  made th e  Tax C o u rt a  c o u r t  o f  r e c o r d .  Such 
an  e n a c tm e n t w ou ld  have b arred  c e r t i f i e d  p u b l ic  a c c o u n ta n ts  
fro m  a p p e a r in g  b e f o r e  I t , When an  amendment was proposed  
w h ich  w ould  have p e r m i t t e d  n o t - la w y e r s  t o  c o n tin u e  p r a c t i c e ,  
th e  Am erican B ar A s s o c ia t io n  opposed i t .  F o r tu n a te ly  f o r  
c e r t i f i e d  p u b l i c  a c c o u n ta n ts  when th e  b i l l  was f i n a l l y  p a ssed  
th e  8 0 th  C o n g ress  o m itte d  t h e  c o n t r o v e r s i a l  m a t t e r  o f  th e  
s t a t u s  o f  th e  Tax C o u rt * F o r  th e  tim e b e in g  c e r t i f i e d  p u b l ic  
a c co u n ta n ts  can  c o n tin u e  t o  p r a c t i c e  b efore  th e  Tax C ourt a s  
th e y  have f o r  th e  p a s t  24 y e a r s .
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L et u s  t u r n  to  th e  f i e l d  o f  m u n ic ip a l  a c c o u n t in g .
Most s t a t e s  are l& z In  r e q u ir in g  a u d its  o f  s t a t e  and lo c a l  
a f f a i r s ,  b u t  w here su c h  a u d i t s  are  req u ired  by s t a t e  law , 
and i t  must be added, where su ch  law s are e n fo r c e d , the  
C e r t i f i e d  P u b lic  A ccountant r a r e ly  h a n d les  t h i s  wodk. I t  
would a lm ost appear th a t  t h e  C e r t i f i e d  P u b lic  A c c o u n ta n ts  
conced ed  th e  l o s s  o f  t h i s  f i e l d  many y ea rs  a g o , and a s  th e  
h o s t s  o f  s t a t e  and m u n ic ip a l a c c o u n ta n ts  appeared upon th e  
s c e n e , th e  C e r t i f ie d  P u b l ic  A ccou n tan ts w ith d rew  w ith  l i t t l e  
o r  no s t r u g g l e ,  and a p p a r e n tly  w ith  l i t t l e  o r  no r e g r e t ,  
Reasons can be ad v an ced  f o r  t h i s  o ccu rren ce : a u d i t  f e e s
were u s u a l ly  low , c o n s id e r a b le  pap er work in c lu d in g  p r e ­
p a r a t io n  o f  b id s  i n  c o n n e c t io n  w ith  th e  jo b s , th e  a u d i t  
work i t s e l f  was m onotonous^ and a t  th e  same tim e , th e re  was 
th e  l u r e  o f  th e  e x p a n d in g , l u c r a t i v e  f i e l d  o f  p r iv a te  
a c c o u n tin g  w ork . For th e s e  r e a s o n s  and o th e r s , th e r e fo r e ,  
the expanding f o r c e s  o f  s t a t e - h i r e d  exam iners u s u a l ly  f a i l e d  
to  f in d  s t r o n g , o r  u n ite d  o p p o s it io n  as th ey  en g ro ssed  t h i s  
f i e l d  o f  a c c o u n t in g .
In  d e fe n se  o f  m u n ic ip a l a cco u n tin g  i t  sh ou ld  be p o in te d  
out th a t  w hereas i t  was u s u a l ly  n o t h ig h ly  rem u n era tiv e , y e t  
i t  p ro v id ed  a s te a d y  y e a r - in ,  y e a r -o u t  typ e o f  work th a t  cou ld  
be done to  a c o n s id e r a b le  e x te n t  in  s la c k  o r  o f f - s e a s o n  
p e r io d s .  C hartered  A ccou n tan ts have r e ta in e d  t h i s  work
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i n  G re a t  B r i t a i n ,  p e rh a p s  b e c a u se  o f  th e  o p p o r tu n i ty  fo r  
s e r v i c e  to  th e  com m im lty i n  w h ich  th e y  l iv e *  I t  i s  the  
w r ite r * 8 o p in io n  th a t  h a d  A m erican  a c c o u n ta n ts  m a in ta in e d  an 
i n t e r e s t  i n  t h i s  f i e l d ,  e i t h e r  b e c a u se  o f  c iv ic -m in d e d n e s a  
o r  o t h e r  r e a s o n s ,  th e y  m ig h t have p r o v id e d  th e  l e a d e r s h ip  
w hich w ould have l e d  to  th e  s u b je c t io n  o f  a l l  s t a t e  and  
l o c a l  a f f a i r *  to  a u d it*
F i n a l l y  th e r e  i s  t h e  m a tter  o f  t a x  work and th e  
C e r t i f i e d  P u b l ic  A c c o u n ta n t ,  A c tu a l ly  t a x  work i s  a  p a r t  
o f  any a u d it  and  m iild  o r d in a r i ly  n o t  need  s p e c ia l  comment. 
However, we n o ted  above® th e  u n iq u e  p o s i t i o n  o f  th e  C h a r te r e d  
A c c o u n ta n t i n  t h i s  regard  and i t  cannot be s a i d  t h a t  th e  
C e r t i f i e d  P u b l i c  A c c o u n ta n ts  h o ld  a co m p arab le  p o s i t i o n .
The t y p i c a l  C e r t i f ie d  P u b l ic  A c c o u n ta n t p r e p a r e s  th e  t a x  
r e tu r n  from  th e  s t a n d p o in t  o f  h i s  em p lo y er which f r e q u e n t ly  
means t h a t  a l l  doubts are  a lm o s t u s u a l l y  a u to m a t ic a l ly  
r e s o lv e d  i n  f a v o r  o f  th e  t a x p a y e r .  The Bureau o f  I n t e r n a l  
Revenue r e c o g n iz e s  the p o s i t i o n  o f  th e  a c c o u n ta n ts ,  both  
c e r t i f i e d  and o th e r w is e ,  a n d , t h e r e f o r e ,  p e rfo rm s  i t s  own 
f i e l d  a u d i t s  i n s o f a r  a s  i t s  own manpower s i t u a t io n  w i l l  a llo w . 
E x p erien ce  show* t h a t  ev en  m e d io c re  Revenue A gents are a b le  
to  a s s e s s  a d d it io n a l  ta x  d o l l a r s  sim p ly  because o f  the
B Page 5 1 .
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m oeount&nt'a o r ie n t a t io n  t o  management. T h is remark s h o u ld  
n o t  be co n stru ed  as b rand ing  a ccou n tan t#  en m asse as t a x  
c h l s e l e r s ,  o r  a lw ay s f l i r t i n g  around th e  edge o f  fraud in  
an e f f o r t  t o  a v o id  ta x e s  on t h e i r  c l i e n t s .  Anyone fa m il ia r  
w i th  th e  p r e p a r a tio n  o f  a  t a x  re tu r n  f o r  a  co rp o ra tio n  or  an 
in d iv id u a l  w ith  s u b s t a n t ia l  and v a r ie d  i n t e r e s t s  knows th a t  
I n v a r i a b ly  t r a n s a c t io n s  w i l l  a r i s e  w hich can be handled  
l e g i t i m a t e l y  in  more than  one w ay. Many tim es one t r e a t ­
m ent o f  an  ite m  w i l l  r e s u l t  in  a  sm a lle r  ta x  than a n o th er—  
i f  s o ,  th e  a cco u n ta n t i s  q u i t e  hum anly prone t o  s e l e c t  th e  
com b ination  w h ich  w i l l  y i e l d  th e  l e s s e r  t a x .  I t  i s  from  
s u c h  t r a n s a c t i o n s  th a t  th e  Revenue Agent m&j be a b le  to  ta k e  
e x c e p t io n s  which y i e l d  a d d i t i o n a l  t a x  d o l l a r s .
Soaw tim es in d iv id u a l  f i rm s  o f  C e r t i f i e d  P u b lic  
A c c o u n ta n ts  w i l l  e s t a b l i s h  o v e r  a  p e r i o d  o f  y e a r s  a  r ep u ta ­
t io n  f o r  c o n s is t e n t  and f a i r  h a n d lin g  o f  ta x  i te m s  so  th a t  
th ey  are  i n  good rep u te  w i th  th e  Revenue A gents in  t h e ir  
d i s t r i c t .  C o n seq u en tly , a t  t im e s , r e t u r n s  prepared  by su c h  
f ir m s m ig h t be p a s se d  o r  g iv e n  a  cu r so ry  exam in ation , and 
th e  a g e n ts  would d evo te  th e  bulk o f  t h e i r  e f f o r t s  w ith  th e  
r e t u r n s  prepared  by C e r t i f i e d  P u b l ic  A ccou n tan ts w ith  r e p u t a ­
t i o n s  f o r  sh arp  p r a c t i c e .
In  th e  f i n a l  a n a ly s is  th e  acco u n ta n t in  p rep ar in g  th e  
t a x  r e t u r n  i s  u n d e r  th e  same p r e s su r e s  n o ted  in  co n n ec tio n
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w ith, th e  a u d i t  i t s e l f .  P e rh a p s  th e  o n ly  g e n e r a l i z a t io n  
t h a t  can be  draw n i a  t h a t  t h e  C e r t i f i e d  P u b l ic  A c co u n ta n t 
h a s ,  t o  d a te ,  n e v e r  b een  a b le  to  c o n v in c e  th e  B ureau  o f  
I n t e r n a l  Revenue t h a t  he i s  a  " f r e e  a g e n t"  w hich  th e  
a c c o u n ta n t  l i k e s  t o  i n f e r  when he  a d v e r t i s e s  h im s e l f  a s  
an  in d e p e n d e n t  p u b l i c  a c c o u n ta n t .
I n  c o n c lu s io n  i t  may be rem ark ed  t h a t  d e f i n i t e  
b o u n d a r ie s  have  b een  p r e s c r i b e d  f o r  th e  C e r t i f i e d  P u b l ic  
A c c o u n ta n t e i t h e r  by o t h e r  p r o f e s s i o n a l  g ro u p s  s e e k in g  to  
l i m i t  th e  sc o p e  o f  th e  a c c o u n ta n ts *  a c t i v i t i e s  o r  by th e  
a c c o u n ta n ts  th e m s e lv e s  som etim es by d e f a u l t .  Some o p p o r t u n i t i e s ,  
su c h  a s  one a f f o r d e d  by  m u n ic ip a l  a c c o u n t in g ,  have  been m isse d  
and  may n e v e r  come a g a i n .  O th e r  o p p o r t u n i t i e s  s t i l l  re m a in , 
h o w e v e r, and  can  p ro v id e  th e  p r o f e s s i o n  w ith  c h an c es  t o  i n ­
c r e a s e  t h e  b r e a d th  o f  i t s  s e r v i c e s  t o  tlw  p u b l i c  p ro ­
v id e d  th e  a c c o u n ta n ts  w i l l  n o t  o a i t e n t  th e m se lv e s  w ith  t h e i r  
p r e s e n t  r o l e  a s  a  p r o f e s s i o n a l  a s s i s t a n t  to  b u s in e s s  m anage­
m e n t.
Hew o p p o r t u n i t i e s  w i l l  a r i s e  a s  s o c i e t y  e v o lv e s  and 
new p ro b lem s p r e s e n t  th e m s e lv e s .  F o r  ex am p le , th e  C e r t i f i e d  
P u b l ic  A ccount m it i s  a  l o g i c a l  c h o ic e  f o r  an  i m p a r t i a l  
a r b i t r a t o r  in  c u r r e n t  lab o r-m an ag em en t n e g o t i a t i o n s  and
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s t a t e - s p o n s o r e d  a r b i t r a t i o n  p ro c e e d in g s  o f  th e  f u t u r e , ^
At th e  p r e s e n t  t im e ,  h o w ev er, m ost C e r t i f i e d  P u b lic  
A c c o u n ta n ts  w ould have  some d i f f i c u l t y  c o n v in c in g
® Many C, P* A..*s a re  c o n c e rn e d  o v e r  t h i s  m a t te r  
e s p e c i a l l y  i n  th e  l a s t  d e c a d e . The fo l lo w in g  q u o ta t io n  i s  
taken  from  an a r t i c l e  by  Edward B, W ilcox , e n t i t l e d  " S o c ia l  
and  Econom ic T re n d s  A f f e c t in g  A c c o u n ta n c y ," The Hew York 
C e r t i f i e d  P u b l ic  A c c o u n ta n t ,  V o l. XV, No. 10 (O c to b e r , 
l 9 4 è ) , p p . 505-513% Mr'I' " i ï l c o x ,  a  le a d e r  i n  h i s  s t a t e  
a c c o u n tin g  s o c i e t y  and V ic e - P r e s id e n t  o f  th e  A m erican 
I n s t i t u t e  o f  A c c o u n ta n ts ,  i n  d i s c u s s in g  a c c o u n ta n ts *  
r e la t io n s  w ith  l a b o r  commented a s  fo l lo w s :
Mow, i f  la b o r  i s  t o  have a  v o ic e  in  m anagem ent, 
i t  w i l l  need  th e  g u id a n c e  o f  f i n a n c i a l  s ta te m e n ts  
d e s ig n e d  to  show w hat l a b o r  n e e d s  t o  know. H ere 
i s  an  o p p o r tu n i ty  f o r  p u b l i c  a c c o u n ta n c y  a s  a 
p r o f e s s i o n .  The d e s ig n in g  o f  s ta te m e n ts  and th e  
a l l o c a t i o n  o f  re v e n u e  and  c o s t s  f o r  t h i s  p u rp o se  
w i l l  r e q u i r e  a c e r t a i n  t e c h n i c a l  s k i l l ,  b u t  th e  
p r o f e s s i o n a l  o p in io n  on w h ich  r e l i a n c e  may be 
p la c e d  by b o th  m anagem ent an d  l a b o r  r e q u i r e s  a  
new a p p l i c a t i o n  o f  p r o f e s s i o n a l  i n t e g r i t y .  I t  
r e q u i r e s  an  e x te n s io n  o f  th e  a c c o u n ta n t 's  concep t  
o f  in d e p e n d e n c e . H e r e to f o r e ,  be h a s  h e ld  h im s e lf  
ind ep en d en t o f  th e  s p e c i f i c  mansgment w hich  employed  
h im , b u t  h i s  r e s p o n s i b i l i t y  h a s  s t i l l  been  la r g e ly  
to  th e  f i e l d  o f  b u s in e s s ,  a s  r e p r e s e n te d  by com bined 
m anagem ent, i n v e s t o r s ,  an d  c r e d i t o r s .  To d e se rv e  
and o b ta in  th e  c o n f id e n c e  o f  l a b o r ,  he m ust be  
in d e p e n d e n t o f  t h i s  e n t i r e  v ie w p o in t .  Such a  concept 
o f  ind ep en dence g iv e s  ad d ed  f o r c e  to  the words o f  
George 0 .  May t h a t  " a c c o u n t in g  h as d e v e lo p ed  from  
a  s e r v i c e  d e p a r tm e n t o f  b u s in e s s  to  become a s o c i a l  
f o r c e . "
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r e p r e s e n ta t iv e #  o f  l a b o r  t h a t  th e y  a r e  i m p a r t i a l , 10 W hether 
th e y  w i l l  be more « u c c e s s f u l  in  th e  f u t u r e  th a n  th e y  have 
been w ith  th e  Bureau o f  I n te r n a l  Revenue o r  th e  S e c u r i t i e s  
and Ix c h a n g e  Commission w i l l  h in g e  upon  w h e th e r  o r  n o t 
C e r t i f i e d  P u b l ic  A c c o u n ta n ts  rem ain c o n te n t  w i th  t h e i r  
p r e se n t  r o le  w hich  has t i e d  them  so  c lo s e ly  t o  b u s in e s s  
management.
The f o l lo w in g  e x c e r p t  i s  from  th e  te s t im o n y  o f  
D onald Montgomery; C h ie f o f  t h e  W ash ing ton  O ff ic e  o f  th e  
ÜA1-CI0, b e f o r e  th e  C o n g re ss io n a l J o in t  Committee on th e
Econom ic R e p o rt h e a r in g s  on c o rp o r a te  p r o f i t s :
We tmve o c c a s io n  t o  exam ine h u n d red s  o f  f i n a n c i a l  
r e p o r t s  e a c h  y e a r  i n  c o n n e c t io n  w ith  n e g o t ia t io n s .  . . .  
t h e r e  i s  h a r d ly  a  d e v ic e  d e v e lo p e d  by  a c c o u n tin g  in g e n u ity  to  
m in im ize  p r o f i t s  w h ich  do es n o t  a p p e a r  i n  th e  r e p o r ts  we s e e .
Among th e  m ost common a r e  s p e c i a l  in v e n to r y  r e se r v e s  
and  d e d u c t io n s  f o r  " a d d i t i o n a l  d e p r e c i a t i o n "  and " e x t r a o r d in a r y  
o b s o le s c e n c e ."  B ut th e s e  by no m eans e x h a u s t  th e  gamut.
T h ere  a r e  ch arges o f  c a p i t a l  c o s t s  to  c u r r e n t  o p e r a t i o n s .
There a re  r e s e r v e s  f o r  u n s p e c i f i e d  c o n t in g e n c ie s  and r e se r v e s  
f o r  l o s s e s  from  fo r e ig n  o p e r a t io n s ,  a s  w e ll  as o th e r  v a r i e t i e s  
o f  r e s e r v e s  w hich t h e  a c c o u n tin g  p r o f e s s io n  condemns and 
w h ich  the U n ite d  S t a t e s  T reasury  r e f u s e s  to  r e c o g n iz e  fo r  
t a x  p u r p o s e s .
Mr. Montgomery a l s o  in c lu d e d  ta b le s  show ing exam ples
of a c c o u n tin g  d e v ic e s  u se d  t o  conceal p ro fits  f o r  the 
Committee's p e r u s a l .  F o r  h i s  f u l l  testimony see th e  following  
source: " C o rp o ra te  P r o f i t s , "  B ea r in g s before th e  Joint
Committee on the Econom lc R e p o r t.  C o n g ress  ''oT tE e  United 
S t a t e s . 80th C on gress , S e c o n d S e s s io n .  December, 1948 . p .  4 2 2 .
CHAPTER V
EXTENT OP lEuAL BASIS FOB THE PRACTICE OF PUBLIC ACCOUNTANCY
Pr##um«ibly th e  r a i s o n  d* e t r e  fo r  p r o f e s s io n s  i s  in  
th e  p r o v id in g  a  s e r v ic e  w hich f u l f i l l s  a  human n e e d . T hus, 
th e  d o c to r  en d eavors t o  a l l e v i a t e  huamtn s u f f e r i n g ,  th e  
la w p e r  t o  a id  In  p r e s e r v in g  o rd er  and j u s t i c e ,  and th e  
a cco u n ta n t t o  seek  t r u t h  o u t  o f  th e  com plex b u s in e s s  w o rld  
o f  t o d a y .
I t  i s  q u ite  tr u e  th a t  upon  th e  d ia g n o s is  o f  th e  
a c c o u n ta n ts  m il l io n s  o f  d o l la r s  change b a n d s , d o lla r s  w hich  
may a f f e c t  th e  s e l l - b e i n g  o f  e v e r y w e  in  th e  s o c i e t y .  T h a t 
t h i s  i s  s e l l  r e c o g n is e d  I s  e v id en ce d  by th e  f a c t  th a t  to d ay  
se  f in d  demands t h a t  th e  books o f  c o rp o ra tio n s  be made 
a v a i l a b l e  f o r  i n s p e c t i o n  by non-management groups so  th a t  
a d e ter m in a tio n  may be made as to  w h e th e r  th e  p r o f i t s  o f  
th e  c o r p o r a t io n  under s c r u t in y  are  r ea so n a b le  o r  o u t  o f  
r e a so n , tte f in d  l a r g e  c o r p o r a t io n s  b e in g  c o n sid ered  n ot as 
p r i v a t e  com panies but a s  q u a s i-p u b lic  e n te r p r is e s  e x e r c i s in g  
s u c h  a  d e c i s iv e  f o r c e  on o u r  econom y and on th e  econom ic  
w e i l - b e ln g  o f  a l l  o f  th e  p eo p le  t h a t  a l l  p e o p le  s h o u ld  have 
tim  r i g h t  to  judge t h e i r  perforxsan oe, w hich  b r in g s one back  
to  th e  books w herein  th e  perform ance i s  r ec o rd ed . Such a  
view th r u s t s  the a cco u n ta n t in t o  th e  m iddle o f  a s i g n i f i c a n t  
s o c i a l  q u e s t io n  f o r  h is  i s  th e  p r o fe s s io n  which i s  s k i l l e d
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in  a b s t r a c t i n g  th e  t r u t h  from th e  books and p r e s e n t in g  i t  i n  
su c h  a  form t h a t  i t  can  be u n d e rs to o d  by th e  l a b o r  l e a d e r ,  
th e  c o n g re ssm a n , and  even by th e  n e g le c te d  man o f  to d a y , 
th e  co n su m er, W hether th e  a c c o u n ta n t 's  an sw er w i l l  be 
a c ce p ted  a s  th e  " truth "  I s  q u i t e  a n o th e r  m a t te r  and w i l l  
depend upon th e  independence o f  th e  p u b l ic  a c c o u n ta n t .  By 
independence one r e f e r s ,  o f  c o u r s e ,  to  th e  a c c o u n ta n t ’s  
freedom  to  make d i s p a s s io n a b le  judgm ents and  to  work a t  a l l  
t im es  in  an u n tra m e lle d  e n v iro n m e n t—u n in f lu e n c e d  by g ro u p s  
who would l i k e  t o  c o n t r o l  h i s  a c t i o n s .
The p a ram o u n t i s s u e  th e n  i s  th e  q u e s t io n  o f  independence  
and upon th e  an sw er t o  t h i s  q u e s t io n  th e  p o s i t i o n  o f  th e  
a c c o u n ta n t  o f  to m o rro w , o r  h i s  l a c k  o f  p o s i t io n ,  w i l l  h in g e .  
Q u ite  n a t u r a l l y  we f i n d  a c c o u n ta n ts  i n s i s t i n g  t h a t  th e y  a r e  
in d ep en d en t, e s p e c i a l l y  th o s e  i n  th e  O n lte d  S t a te s  where 
we f in d  o t h e r  g ro u p s  r e p e a t e d ly  q u e s t io n in g  th e  "independence"  
o f  th e  a c c o u n ta n ts — i n  p a r t i c u l a r  th o s e  c e r t i f i e d  (but o n ly  
b ecau se  o f  t h e  f a c t  t h a t  l a r g e  c o r p o r a tio n s  are u s u a l ly  
a u d ite d  by f ir m s o f  c e r t i f i e d  p u b l i c  a c c o u n ta n t s ) .  To 
a cq u a in t th e  r e a d e r  w i th  th e  r e a s o n in g  su p p o rtin g  th e  c la im  
o f  in d e p e n d e n c e  th e  f o l lo w in g  q u o ta t io n  from  a  J o u r n a l  o f  
A ccountancy e d i t o r i a l  i s  o f f e r e d  a s  a  t y p i c a l  specim en:
I t  l a  p e rh a p s  U n d e rs ta n d a b ly  d i f f i c u l t  f o r  
p erso n s u n fa m ila r  w ith  th e  s u b j e c t  to  a c c e p t  
th e  id e a  th a t  an a u d i t o r  can  be in d ep en dent o f
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i t h e  c l i e n t  who p a y s  h i s  f e e .  I t  seem s c o n t r a r y  to  human 
n a t u r e . B ut I t  I s n ' t .  I n t e l l i g e n t  s e l f - i n t e r e s t  
d i c t a t e s  th e  a u d i t o r ' s  In d e p e n d e n c e , He knows t h a t  
h i s  o p in io n  on a f i n a n c i a l  s ta te m e n t  w o u ld n 't  be w o rth  
a n y th in g  to  th e  c l i e n t  u n l e s s  o t h e r  p eo p le  b e l ie v e d  
t h a t  th e  a u d i to r ,  was f a i r  and  im p a r t ia l  I n  M s  judgm ent.
The code o f  e t h i c s  o f  th e  a c c o u n tin g  p r o f e s s io n  I s  
l a r g e l y  d e sig n ed  t o  s a f e g u a r d  th e  c e r t i f i e d  p u b l ic  
a c c o u n ta n t 's  in d e p e n d e n c e *  There a r e  r u l e s  p r o v id in g  
s t r i n g e n t  p u n ish m en t f o r  f a l s e  and  m is le a d in g  s t a t e ­
m e n ts , p r o h i b i t i n g  c o n t in g e n t  f e e s ,  f i n a n c i a l  I n t e r e s t  
in  c l i e n t s '  a f f a i r s ,  o c c u p a tio n s  In co m p a ta b le  w ith  
p u b l ic  a c c o u n t in g ,  co m m iss io n s , b ro k e ra g e ,  and f e e -  
s p l i t t i n g — a l l  in te n d e d  to  keep  th e  a c c o u n ta n t  o u t o f  
s i t u a t io n s  in  w hich h i s  judgment m ig h t be w rong ly  
in f lu e n c e d , o r  m ight a p p e a r  to  b e .  The p r o f e s s io n  as  
a  w hole knows th a t  Independence i s  I t s  p r in c ip a l  s to c k  
in  t r a d e . 1
The se c o n d  paragraph  q u oted  above s e t s  fo r th  th e  
e s s e n t i a l s  o f  th e  r u le s  o f  p r o f e s s i o n a l  co n d u c t o f  m ost 
c e r t i f i e d  p u b l i c  a c c o u n ta n ts  i n  t h e  U n ite d  S t a t e s .  They 
depend h e a v i ly  upon  t h i s  code o f  e t h i c s  in  m a in ta in in g  
t h e i r  In d e p e n d e n c e , a  f a c t  w h ich  s h o u ld  be  b o rn e  i n  m ind 
th ro u g h o u t  th e  rem ain in g  d i s c u s s io n .
L egal B a s is  o f  t h e  A c c o u n tin g  P r o f e s s io n  in  G re a t 
B r i t a i n .  Time cannot be taken  in  t h i s  monograph tq  s e t  o u t
th e  t o r tu o u s  p e ra m b u la t io n s  o f  th e  E n g l i s h  f i n a n c i a l  and 
p a r lia m en ta ry  h i s t o r y  w M ch le d  t o  th e  Com panies A ct o f  
1 8 4 4 . I t  can  be remarked th a t  P a r l ia m e n t  view ed  w ith
c o n s id e r a b le  S k e p tic ism  th e  com ing o f  j o i n t - s t o c k  com panies
 ̂ E d i t o r ia l ,  "The Jou rn a l o f  A ccountancy, V o l. 3 7 ,
Ho. 2 (F e b ru a ry , 1 9 4 9 ) , p .  9 3 .
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and g ru d g in g ly  r e l in q u is h e d  th e  r ig h t  o f  In co r p o r a tio n  
( l im i t e d  l i a b i l i t y )  t o  them . In  f a ir n e s s  to  P arliam ent 
I t  m is t  a l s o  be remarked th a t  some cause f o r  a la im  had been  
p r o v id e d  by th e  c h ic a n e r y  a s s o c ia t e d  * l t h  th e  South  Sea  
Company and o t h e r s  i n  th e  s o - c a l l e d  "Bubble P er io d ."
B. C. Hunt h a s  commented upon th e  J o i n t  S to ck  
Companies R e g is t r a t io n  and R e g u la tio n  Act o f  1844 as  
f o l lo w s ;
The A ct o f  1844 marks an epoch  In th e  h is to r y  
o f  E n g lish  company la *  . . .  i t  I n i t i a t e d  th e  
p o l i c y  o f  p u b l i c i t y  w hich  by grad u a l e v o lu t io n  
has become an o u ts ta n d in g  and p r o g r e s s iv e ly  
more pronounced c h a r a c t e r i s t i c  o f  company r e g u la t io n  
In  E n g lan d  . . . .  I n  th e  m ain, th e  framework o f  
t o d a y 's  s t a t u t o r y  req u irem en ts f o r  concerns formed 
under g e n e r a l law s has been r e a r e d  upon the sub­
stratu m  then  m o u ld e d .2
T h is  A ct r e q u i r e d  th e  r e g i s t r a t io n  o f  a l l  j o in t - s t o c k  
com panies h av in g  more than  tw e n ty - f iv e  members and f r e e ly  
t r a n s fe r a b le  s h a r e s ;  new ly o r g a n ise d  com panies had t o  p ro v id e  
c e r ta in  In fo rm a tio n  (su ch  a s  th e  names and a d d resses  o f  th e  
prom oters and th e  minimum number o f  sh a res  th a t had to  be 
s u b s c r ib e d  b e fo r e  sh a r e s  w ere a l l o t t e d )  p r io r  to  th e  I s s u in g  
o f  th e  p r o sp e c tu s  or  a c c e p t in g  d e p o s it s  on s h a r e s . The A ct 
recommended b u t  d id  n o t r e q u ir e  th a t  a b a lan ce  s h e e t  be 
p rep ared  and an a u d it  made ea ch  y ea r  w hich were t o  be f i l e d
^ B ishop  C a rleto n  H u n t, The Development o f  th e  B u s in e ss
C o rp o ra t io n  In  E n g lan d  180 0 -1 8 6 7  {C am bridge:" H arvard ' O h lver-
s l t y  P r e s s ,  TWsë), p p . 6 4 -9 6 .
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a n n u a l ly  w ith  th e  R e g i s t r a r  o f  C om panies, where they  would 
be open to  p u b l i c  in s p e c t i o n .5
I n  1856 , a n o th e r  Com panies A ct was p a s s e d  w hich  to o k  
a s t e p  back w ard s by k n o c k in g  o u t  th e  p r o v i s io n  In the 1844 
A ct r e g a r d in g  th e  r e g i s t r a t i o n  o f  p r o s p e c tu s e s .  G radually , 
ho w ev er, o v e r  th e  p a s s in g  y e a r s  th e  law s mere t ig h te n e d  
o v e r  th e  l im it e d  l i a b i l i t y  com panies by su c c e e d in g  com panies 
a c t s  and o th e r  a c t s  on s p e c i f i c  i n d u s t r i e s .  F o r  exam ple, 
th e  c o n te n ts  o f  p r o s p e c tu s e s  were c l o s e l y  d e fin e d , the  
l i a b i l i t i e s  o f  d i r e c t o r s  made e x p l i c i t ,  and f i n a l l y  the  
Com panies A ct o f  1900 p u t  the e l e c t i o n  o f  a u d i t o r s  in  th e  
h an d s o f  th e  s to c k h o ld e r s *  During th e  same p e r io d  o th er  
a c t s  c o v e r in g  p a r t i c u l a r  i n d u s t r i e s  i n c lu d in g  r a i l r o a d s ,  
b u i ld i n g  s o c i e t i e s ,  b a n k s , and  o t h e r  I n s t i t u t i o n s  a f f e c t e d  
w i th  a  p u b l i c  i n t e r e s t  were en acted *  Most o f  t h e s e  a c t s  
in c lu d e d  th e  r e q u l r é ^ a t  f o r  a co m p u lso ry  an d  in d e p e n d e n t 
a u d i t .
The e f f e c t  o f  t h i s  s e r i e s  o f  a c ts  e x te n d in g  from 
1844 to  th e  c u r r e n t  cen tu ry  upon B r i t i s h  a c c o u n ta n c y  h as  
been a p t l y  summarised by C. B. Çunt as f o l lo w s ;
F o r ,  in  c o r r e la t io n  w ith  th e  g r e a t  e x p a n s io n  
o f  c o rp o ra te  e n te r p r is e  in  th e  l a t t e r  h a lf  o f  th e  
n in e te e n th  c e n tu r y ,  came a  marked developm ent o f
th e  p r o f e s s i o n  o f  p u b l i c  a c c o u n t in g  and a u d it in g .
5 I b i d . .  p p . 9 6 -9 7 .
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a a tr a n g tb e a ln g  o f  i t s  te c h n iq u e , an e le v a t io n
o f  i t s  s t a n d a r d s ,  and  th e  a c h ie v e s ^ n t  o f  a  
p o s i t i o n  o f  Im p o rta n c e  i n  t h e  b u s in e s s  l i f e  o f  
G re a t B r i t a i n  a p p ro a c h e d , u n t i l  v e ry  r e c e n t l y ,  
i n  no o t h e r  c o u n tr y . In d e e d , th e  developm ent o f  
th e  p r o f e s s io n  b e a r s  an  in t e g r a l  r e l a t i o n  to  th a t  
o f  co rp o ra te  o r g a n i s a t i o n  in  G reat B r i t a i n .
T oday, th e  m ost im p o r ta n t  c h a r a c t e r i s t i c  o f  
E n g l i s h  company la *  and p r a c t i c e  i s  un dou bted ly  
th e  p o s i t io n  o f  th e  a u d ito r .  W ith  r e l a t i o n  b o th  
to  sh a r e h o ld e r s  an d  to  d i r e c t o r s  he  o c c u p ie s  an 
in d ep en d en t s t a t u s ,  **à w atch  d o g , b u t  n o t  a  
b lood h ou n d ," in  th e  w ords o f  a  c l a s s i c  d ic tu m , 
he  i s  a p p o in te d  by th e  sh a r e h o ld e r s  and i s  charged  
w i th  d o in g  f o r  th e s e  s i l e n t  p a r t n e r s  o f  an e n te r ­
p r is e  w hat th e y  m ig h t do th e m s e lv e s ,  i f  a c t iv e ly  
engaged i n  i t s  management.^
The above q u o ta t io n  was w r i t t e n  in  1936* S in c e  th a t  
tim e Great B r ita in  h a s  p a sse d  t h e  Com panies A ct o f  1947 , 
T h is  a c t  s e t s  f o r t h  r a t h e r  d e t a i le d  re q u ire m e n ts  f o r  th e  
p r e s e n ta t io n  o f  c e r t a i n  i te m s  on th e  b alan ce  sh ee t* ^  For
th e  f i r s t  t im e  c e r t a i n  in fo r m a tio n  su c h  a s  the amount o f
^ B ishop  C a r le to n  H u n t, The Developm ent o f  th e  B u s in e ss
C orporation  i n  England 1 8 0 0 -1 8 6 ? '  ̂( dam brldge t " S a rv a rd
Ûnï v e r i t y  Presa%i%0i^%"lprT75T
^ F o r  em w aple, t h e  r e s e r v e s ,  p r o v i s i o n s ,  l i a b i l i t i e s  
and f i x e d  an d  c u r r e n t  a s s e t s  s h a l l  be c l a s s i f i e d  under  
a p p ro p r ia te  h e a d in g s  u n l e s s  th e y  a r e  n ot m a t e r i a l  In  
amount, o r  u n l e s s  th e y  a r e  n o t se p a r a b le ;  f i x e d  a s s e t s  
must b e  d is t in g u is h e d  from  c u r r e n t ;  and th e  methods u sed  
to  a r r i v e  a t  t h e  am ount o f  th e  f i x e d  a s s e t s  under each  
b ead in g  m ust be s t a t e d .  A method f o r  a r r i v i n g  a t  th e  
amount o f  any  f i x e d  a s s e t s  i s  d e f i n i t i v e l y  s e t  fo r th ;  
th e  a g g re g a te  am ounts o f  c a p i t a l  r e s e r v e s ,  revenue r e s e r v e s ,  
and p r o v is io n s  s h a l l  be s t a t e d  under se p a r a te  h e a d in g s .
These an d  o th e r  e x te n s iv e  req u irem en t#  a r e  to  be found  
i n  th e  l a t e s t  com panies a c t .  Com panies A c t, 1947 . (10
and 11 Geo. 6 C h a p te r  4 7 ) .  F i r s t  Schedule",'" p p . 1 1 3 -1 1 6 .
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d e p r e c i a t i o n  ta k e n  i s  r e q u i r e d  t o  be s o t  f o r t h  i n  th e  p r o f i t  
and l o s s  atatem ent»®  Both f i n a n c i a l  a ta tem en ta  are  a u b jeo t  
t o  th e  o v e r r i d i n g  r e q u ir e m e n t  t h a t  th e  s ta te m e n ts  p r e se n t  
a t r u e  and f a i r  v iew  o f  th e  com pany’ s a f f a i r s  and  p r o f i t  o r  
l o s s  f o r  th e  y e a r  u n d e r  a u d i t . 7
One o f  th e  m ost im p o r ta n t  changea w hich h as  g r e a t l y  
s tr e n g th e n e d  th e  p o s i t i o n  o f  a u d ito r s  ia  th e  p r o v i s io n  f o r  
th e  au to m a tic  r e - e l e c t i o n  o f  th e  a u d ito r s  a t  each  a n n u a l 
g e n e r a l m eetin g  w ith o u t any r e s o lu t io n  b e in g  p a sse d , u n le s s  
a c o n t r a r y  r e s o lu t io n  i s  p a s s e d . ^ ih e n  th e  i n t e n t  o f  th e  
company n o t t o  rea p p o in t th e  a u d ito r  la  so  i n d i c a t e d ,  a 
s p e c ia l  n o t i c e  m ust be g iv e n  to  th e  s to c k h o ld e r s  and th e  
a u d i t o r .  Upon r e c e ip t  o f  th e  n o t ic e  th e  a u d ito r  th e n  h a s  
th e  o p p o r tu n i ty  t o  make r e p r e s e n t a t i o n s  i n  w r i t in g  to  th e  
company and, in  some c a s e s ,  he may even  have th e se  r e p r e se n ta ­
t io n s  d i s t r ib u t e d  to  th e  s to c k h o ld e r s  o f  th e  com pany.^ The 
a u d ito r  may a ls o  appear a t  th e  annual m e e tin g  o f  th e  s to c k h o ld e r s  
where he has th e  r i g h t  to  be h e a rd  o r a l l y  on th e  m atter  o f  
h is  re a p p o in tm e n t.^ ®  The m a tter  o f  th e  a u d ito r s '  ten u re o f
6 I b i d . ,  F i r s t  S c h e d u le , p p .  1 1 6 -1 1 7 .
7 I b id . .  S e c t io n  1 3 , p . 1 1 .
® I b id . , S e c t io n  2 4 , p .  2 0 .
® I b id . ,  S e c t io n  2 4 , p . 2 1 .
1 ®  L o g . c i t .
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emnnot be over-eapbaslaeii. l a  coafcj^eefe to  the eeeü rity  
afforded the B r i t is h  e o o O % n t , eojoeldef the follow ihg e ta te -  
ae .o t by  G eorge 0 .  May o# th e  m a t t e r  o f  te a à r e .  a#' ..it. p«rtmia@ ', 
,%©■'Afflériéâa p ra c tle e i  ■ .
At the, p resen t time a a # t'W a  h ^ ld  offio# ' aaaa lly  
a t  the pleaamre of the o^fioera  of the 0@»%aay. to  
have a l l  kaowa eaaas ia-w hich th^ : aadltbh,,' 'poeaib%: 
toward# the  end o f h is  aiidit^ f ia d s  hlkmelf ahahle 
to  approve of the  aooomnt# which th#  o f f ic ia le  o f the  
' coî^any have prepared , and os la f0 3 » lsg ’them of hi# ■ 
p o s itio n , i#  to ld , p o l i te ly  o r  otherwise.,- to 'd iso o n - 
tlmi© M s work* mid l a t e r  find#  a.-atat®m®at isaaed  by 
tW,; eompamy ,#i gsed by more, w sbeervlést eh d lto ra . 'To 
am et. tM a s i t a a t io a  I t  seem# to  me th a t the  ao d ite r 
ahoold be aSaored: o f a  r ig h t  to  rep o rt to -th e -s to b k - ..
■ >' h o l d e r #  t h e  r é s u l t a  o f  a h ’ au d it'--o n ce  ■-h e .-h a # ‘been  
ocm m iaaiom ed t o  make i t .
I  t h in k  a l e e  that - W  s h o u ld  n o t  be ' l i a b l e  ,.tb ' he 
aup-ereeded  w lt im u t  h a v in g  an y  # g # o r tu o l ty  to - 'S ta t la  %
.. M #  ease- .b,o' 'the'_ # to # h o ld e r a * :  ' 1  ; h a y # , t h e r e f o r e ,
"  s u g g e s te d  t h a t ,- ip îd lto re  'S hou ld  be  e l e c t e d  by* and*'
, s t to h ld , r e p o r t  ■'t o ,  - # t# # b # ld * r # ,  an d  t h a t  n o  a u d i t o r #  
o th er^  th a n , t h e  r e t i r i n g  a u d i to r #  s h o u l d  b e  e l i g i b l e  
f o r  .appblhtiM hlv. unless:'':,due,. a o t t p e  s h o u ld  h a te  been  g iv e n  
t o  t h e  s to c k h o ld e r # ' mud t h e  r e t i r i n g  a u d i t o r s  o f  th e
- l.n  t e n t  Io n - 'to  nOmin.ate \S ù d h .p ee  .e n d lte rs '% . T h is ,  a# y ou  ■ 
.kno#,, 1# t h e  r u l e  um der the:' B n g lia h  l a w . l l
- The new A c t a l s o  h a s  p r o v i s i o n s  w h le h  d e a l - - s p e c i f i c a l l y - 
.•with d i - r e c to r s  ,o f com panies* P u l l  d i s c lo s u r e  .of -,a ll, 'e m $ lu -, . 
m sm ts, - pem alom s - an d  , .co m p en sa tio n  is required*)^ *k)w a . :
1 1  P rom  an  add-reâ# by  G eorge 0 .  May, ' .-.a fo r# e -r  
p a r t n e r  p f  .f# - -# »  la te rh o u S e '--A  Go*, t o  t h e  d o o ie ty  Of,:':T.y 
C e r t i f i e d "  fu -b l ic  A a eo u a tsm ts  o f  t h e  ■ h te te ,;-© ! lew  dbrs 'cy  on 
O c to b e r  " '1 # ,  IP É d . f u b l la h e d -  I n  T w e a ty u f lv e - f e a r s  o f  A ceoun tim a 
k#.#pon# I b l  1 1  t y . : l@'ll*-1 9 bg., -. Am erl c a n  I n s t i ' t u t e  ''% blIs'hlnk ''''% -*-I 
m .  4 W 7 *  ' '
1^  com pan ies A ct* ' 1 9 4 7 -,  I b i d * ,  S e c t io n  3 8 ,  p p .
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money v a lu e  m ust be p la c e d  on a l l  b e n e f i t s  w h e th e r  c a sh  o r  
n o t .  For ex am p le , th e  a c c o u n ta n ts  w i l l  have  to  e s t im a te  th e  
money v a lu e  o f  su c h  th in g s  a s  f r e e  u se  o f  l i v i n g  accommoda­
t io n s  and goods and s e r v i c e s  s u p p l i e d  w ith o u t c h a rg e .  T h is  
new re q u ire m e n t  s u r p a s s e s  i n  sc o p e  th e  p r o v is io n  u n d e r  th e  
Com panies A ct o f  1929 which r e q u i r e d  o n ly  th e  amount o f  
d i r e c to r s *  f e e s  p a ld . l^  F urtherm ore, com panies can n o t make 
lo a n s  to  t h e i r  d i r e c t o r s ,  or gu aran tee  o r  p ro v id e  s e c u r i t y  
f o r  any lo a n s  made by t h e m , 14 l i s t i n g  the d ir e c to r s  a l l  
o t h e r  d ir e c t o r s h ip s  h e ld  by e a c h  o f  them, i f  any, must be 
s e t  f o r t h . 16 F in a l l y ,  th e  sh a re  h o ld in g s  o f  e a ch  d i r e c t o r  
in  the company i s  t o  be d e t a i l e d , 16 i t  a p p e a rs  th a t th e se  
r a t h e r  s t r i c t  p r o v i s io n s  w i l l  ten d  t o  make d i r e c t o r s  f a i t h f u l  
t o  t h e i r  p o s i t i o n  o f  t r u s t  i r r e s p e c t i v e  o f  in c l in a t io n s  to  be 
o th e r w is e .
T here  a r e  many o t h e r  p r o v i s i o n s ,  One r e q u i r e s  more 
in f o r m a t io n  i n  p r o sp e c tu s e s  and m akes o t h e r  refin em en ts  i n
th e  law s r e la t in g  t o  p u b l i c  s u b s c r i p t i o n s .  I t  i s  im p o s s ib le
1^ Companies A c t,  1929 . (19  & 20 Geo. 5 . Ch. 2 3 ) .
S e c t io n  14Ô, p p .
^4 Companies A c t, 19 47 , o p . c i t . ,  S e c t io n  36 , pp . 3 0 -3 1 . 
IG I b id . .  S e c t io n  3 7 , p p . 3 2 -3 4 .
16 Log. c i t .
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h e re  to  c a t a lo g  and  comment upon  a l l  o f  th e  ch an g es  under  
th e  n ee  A ct b u t i t  can be se e n  from  th e  changes n o ted  th a t  
th e  r e s p o n s i b i l i t i e s  o f  a u d i t o r s  havs b een  I n c r e a s e d  b u t 
th a t  t h e i r  p o s i t io n  o f  pow er has a l s o  been m e a su ra b ly  
stren g th en ed #
T his l a t e s t  com panies a c t  may prove to  be the cap ston e
o f  th e  lo n g  s e r i e s  w hich  b e g a n  o v e r  one hundred y e a r s  a g o .
The Im provements r e c e n t ly  made w ere w id e ly  s u p p o r te d  by th e  
v a r io u s  g ro u p s  a f f e c t e d  in c lu d in g  th e  a cco u n ta n ts  th e m se lv e s .
As a m a tter  o f  f a c t  m&nj o f  th e  new p r o v is io n s  were recommended 
by th e  I n s t i t u t e  o f  C h artered  A c c o u n ta n ts  In  England and 
W ales. I t  can be se e n  fro m  th e  b r i e f  d is c u s s io n  i n  t h i s  
m onograph th a t  E n g li s h  law s c o v e r in g  th e  fo r m a t io n ,  a d m in i­
s t r a t i o n  and c o n t r o l  o f  c o r p o r a t io n s  a r e  u n i f i e d ,  com pre­
h e n s iv e ,  s t r i c t  w i th o u t  b e in g  p u n i t iv e ,  and have a s  t h e ir  
o b j e c t iv e  th e  a c h ie v e m e n t o f  a  n i c e  b alan ce betw een c o n t r o l s  
to  p ro v id e  w holesom e c o n d u c t o f  c o r p o r a te  a f f a i r s  and 
freedom  t o  u s e  th e  c o r p o r a t io n  as a  u s e f u l  d e v ic e  i n  th e  
conduct o f  th e  econom y. The p o s i t i o n  o f  th e  a u d ito r  under  
th e s e  law s has been r e f e r r e d  to  above and  needs l i t t l e  
fu r th e r  e la b o r a t io n .  I t  w ould be d i f f i c u l t  t o  s u g g e s t  
a d d it io n a l  law s to  p r o t e c t  B r i t i s h  a cco u n ta n ts  th a t  would
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n o t I z ^ a lr  I n i t i a t i v e  and be u n reason ab ly  i n f l e x i b l e
L eg a l B a s is  o f  th e  A c co u n tin g  P r o fe s s io n  in  th e  
U n ite d  S t a t e s . A m erican  l a v s  a f f e c t i n g  th e  p u b l ic  a c c o u n ta n c y  
p r o fe s s io n  have to  be c o n s id e re d  a t  two l e v e l s —F ed er a l and 
S t a t e .  The v a r io u s  F e d e ra l  e n a c tm e n ts  w h ich  have touched  
th e  a c c o u n tin g  p r o fe s s io n  in  th e  l a s t  f i f t y  y e a r s  w i l l  be 
c o n s id e r e d  f i r s t .
The U n ited  S t a t e s  has n ev er  had a  law  w h ich  could  be 
c o n s id e r e d  a c o u n terp a rt o f  any o f  th e  E n g lish  companies 
a c t s .  However, t h e r e  a re  a num ber o f  law s w hich  form th e  
p r e se n t  l e g a l  b a s i s  o f  th e  a c c o u n tin g  p r o fe s s io n  i n  t h i s  
c o u n tr y . The a c c o u n tin g  p ro ced u res o f  common c a r r ie r s
The d i f f i c u l t y  i s  to  d e c id e  to  w hat e x te n t  d i s ­
c lo s u r e  sh o u ld  be made com pulsory by s t a t u t e  and w hat sh ou ld  
be l e f t  t o  th e  good s e n s e  o f  th e  d i r e c t o r s  and to  th e  a p p lic a ­
t io n  o f  the p r in c ip le s  l a id  down by th e  a u d ito r s .
T hese  words by Chairman Cohen o f  th e  Company Law 
Amendment Committee (E n g lan d ) r e l a t iv e  to  te s tim o n y  on 
p rop osed  am endm ents t o  th e  E n g lis h  Companies A ct a p t ly  
sum m arizes th e  problem  f a c in g  B r i t i s h  l e g i s l a t o r s ,  accoun­
t a n t s  and o t h e r s  d a r in g  th e  more than th ree  y ea rs  o f  
h e a r in g s  p r i o r  to  th e  enactm ent o f  th e  Com panies A ct, 1947,
Mo m a t t e r  w hat th e  t o p i c ,  d is c u s s io n  would in v a r ib ly  c e n te r  
a ro u n d  j u s t  w hat sh o u ld  be l e f t  t o  th e  d i s c r e t io n  o f  d i r e c t o r s  
a n d /o r  a c c o u n ta n ts ,  and Abat sh o u ld  be reduced  to bard and 
f a s t  r u l e s .  E x c e rp ts  from  te s t im o n y  on Proposed Amendments 
t o  t h e  E n g l is h  Com panies A c t, Company Law Amendment Committee 
(E n g la n d ) , February 2 5 , 1944, as r e p r in te d  in  O ff ic e  D e c is io n s  
and R e le a s e s ,  The J ou rn a l o f A ccountancy, V o l. 78 , No. 5 
(Septem ber, 1 9 4 4 ) , p p . 655^6^%
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( p a r t i c u l a r l y  th e  r a i l r o a d s )  mere p e rh a p s  th e  f i r s t  t o  be 
s u b je c t e d  to  th e  a f f e c t s  o f  F e d e r a l  lam . l a  1906 th e  
I n t e r s t a t e  Commerce C oM alsalon  was g r a n te d  th e  power to  
p r e s c r i b e  u n ifo rm  a c c o u n ts  an d  to  r e q u i r e ,  u n d e r  o a th ,  
s t a n d a r d i s e d  r e p o r t s ,  b o th  r e g u l a r  and  s p e c i a l ,  and. In  
a d d i t i o n ,  i t  mas g iv e n  r i g h t  o f  a c c e s s  to  and e x a m in a tio n  
o f  th e  a c c o u n ts  and rec o rd s  o f  th e  c a r r i e r s . h a te r  th e  
F ed era l Government expanded i t s  a c c o u n tin g  c o n t r o l s  in to  
o t h e r  f i e l d s  c o n s id e r e d  to  be " a f fe c te d  w ith  a p u b l ic  
i n t e r e s t ."  The F e d er a l R a te r  Power A ct o f  1920 c r e a te d  
th e  F e d e r a l  Power Com m ission.^®  I n  tim e  th e  Commission* s 
pow ers mere e n la r g e d  and s in c e  J a n u a ry  1 , 1937 , e l e c t r i c  
u t i l i t i e s  have had t o  u s e  th e  Commission* e un iform  a cco u n tin g  
sy s te m . In  1934 th e  F e d er a l Communications Commission mas 
in a u g u ra ted  and i n  1953 i t  p ro m u lg a te d  a  uniform  a c c o u n tin g  
sy s te m  f o r  te le p h o n e  c o m p a n ie s . The e f f e c t s  o f  th e s e  lams 
c a u se d  one aced u n tan t to  remark:
I t  i s  i n t e r e s t i n g  t o  n o te  th a t  e v e r y  move on th e  
p a rt o f  Government to  in tr o d u c e  p a te r n a lism , w hether  
f o r  the b e n e f i t  o f  th e  p r o d u c e r ,  tW  m anufacturer or
^  The g ran t o f  power o v er  a c c o u n t in g  system s o f  
common c a r r ie r s  mas p a r t  o f  th e  H epburn A ct o f  1906 , 
" I n te r s t a t e  Commerce," Hew Standard  E n cy c lo p ed ia , Volume V,
C. Woody Thom pson, and l e n d e l l  R. S m ith , P u b l ic  
U t i l i t y  E conom ics, (Sew York: M cG raw -H ill Book Company,
I n c . ,  1 9 4 1 ), p p . 2 1 6 -2 2 1 .
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th e  eonsuffier, demande th e  a s s i s t a n c e  o f  o u r p r o f e s s io n  
e i t h e r  i n  th e  d ev e lo p m en t o f  sy s te m s  o f  a c c o u n tin g ,  
o r  i n  th e  p r e s c r i p t i o n  o f  r u l e s  a s  t o  c u r r e n t  a c c o u n tin g ,  
o r  a s  t o  th e  r e s u l t s  t h e r e o f  a s  p r e s e n te d  in  f i n a n c i a l  
s ta te m e n t»
The c o n t r o l  o v e r  a c c o u n t in g  sy s te m s n o ted  above 
f o l l o a s  th e  p r e ced en t s e t  by E n g l i s h  law s co v er in g  p a r t i c u l a r  
I n d u s t r i e s .  The m ost s i g n i f i c a n t  d i f f e r e n c e  i s  th e  la c k  in  
American law s o f  a req u irem en t f o r  a  com pu lso ry  and i n ­
d e p en d e n t a u d i t .  I n  f a c t  i t  h a s  been th e  w r i t e r * s  o b s e r ­
v a t io n  t h a t  th e  te n d e n c y  h a s  been  to  e l im in a te  th e  a u d i t  
by p u b l i c  a c c o u n ta n t s .
A c o n s i d e r a t i o n  o f  law s o f  a more g e n e ra l  ty p e  w i l l  
now be a t t e m p te d .  I t  may be o f  i n t e r e s t  t o  c o n sid er  th e  
s h o r t - l i v e d  N a t io n a l  I n d u s t r i a l  R ecovery  A ct o f  1 9 3 3 . T h is  
a c t  w ould  have  in v o lv e d  a c c o u n ta n ts  s in c e  among o th e r  th in g s  
i t  c a l l e d  f o r  a c o m p u ta tio n  o f  th e  " c o s t  o f  produ ction "  o f  
v a r io u s  i te m s  and  i t  was th e  a p p a re n t  I n t e n t  o f  th e  a c t  to  
p r e s c r ib e  u n ifo rm  c o s t  sy s te m s i n  many o f  th e  i n d u s t r i e s  
s u b j e c t  to  th e  v a r io u s  c o d e s .21
20 From a  sp e e c h  e n t i t l e d  "Accountancy and R egu latory
B o d ies  in  th e  U n ite d  S ta te s®  by Andrew S te w a r t ,  g iv e n  a t  
th e  f i f t i e t h  a n n iv e r s a r y  c e l e b r a t i o n  o f  th e  A m erican 
I n s t i t u t e  o f  A c c o u n ta n ts  h e ld  i n  Hew Yoik: C i ty ,  O c to b e r 
18 to  8 2 , 1 9 37 , The A m erican  I n s t i t u t e  o f  A c c o u n ta n ts  
F i f t i e t h  A n n iv e rs a ry  C e le b r a t i o n ,  T ^ o n c o r li  fh e
& m ^ o rd " P re s s ,  Ï9 # S ] , p p .  1 3 5 -3 6 ,
S te w a r t , I b i d . .  p .  1 5 4 .
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A nother s e r i e s  o f  e n a c tm e n ts  o f  g e n e r a l  a p p l i c a t i o n  
h a s  been  th e  Incom e ta x  law s o f  th e  p a s t  th i r ty - ^ f lv e  y e a r s .  
T hese  a c t s  s u b j e c t e d  a l l  b u s in e s s e s  t o  th e  g e n e r a l  p r o v is io n  
r e q u i r i n g  m easu rem en t o f  t h e i r  incom e by y e a r s  and t h i s  h as  
m eant t h a t  th e  k e e p in g  o f  books o f  a c c o u n t h a s  become 
m a n d a to ry . W hile  th e se  t a x  a c t s  have been a  g r e a t  boon to  
th e  a c c o u n t in g  p r o f e s s i o n  th e y  have t i e d  th e  p r o f e s s io n  
so  c lo s e  t o  b u s in e s s  th a t  bu sin essm en  have come to  depend  
upon a c c o u n ta n ts  t o  b lu n t th e  e f f e c t  o f  th e  ta x  law s as f a r  
as i s  l e g a l l y  p o s s i b l e .  T h is  h a s  c r e a te d  a  s i t u a t io n  in  
th e  U n ite d  S t a t e s  w hereby  th e  c l i e n t  businessm an and th e  
a c c o u n ta n t  s t a n d  sh o u ld e r  t o  sh o u ld e r  in  o p p o s i t io n  to  th e  
t a x  c o l l e c t o r ,  a  s i t u a t i o n  v M c h  i s  i n  sharp c o n t r a s t  t o  
c o n d l t i tm s  i n  G re a t  B r i t a i n  w here t h e  a c c o u n ta n ts  stan d  
i m p a r t i a l l y  b e tw een  th e  t a x p a y e r  a n d  th e  t a x  g a th e r e r .
I n  f a c t ,  e x c e p t  i n  th e  c a se  o f  f r a u d ,  i n  G re a t B r i t a i n  th e  
governm ent h a s  no  pow er t o  se n d  i t s  t a x  a g e n ts  to  examine 
t h e  books o f  a  b u s in e s s ,  but has n e v e r  ask ed  f o r  o r  needed  
s u c h  power s in c e  a u d ite d  a c c o u n ts  are presumed t o  b e  c o r r e c t .
H ext we must c o n s id e r  th o se  F ed era l enactm ents w hich 
have p e rh a p s  th e  b r o a d e st and m ost d ir e c t  a p p lic a t io n  o f  a l l  
s u c h  r e g u l a t i o n s  prom ulgated  by th e  F e d e r a l  g o v ern m en t, v i z . .
^  8 e e  C hapter IV .
-  \  7 8 '  '
t b e  S ô c m r i t le a  A c t o f  m #  „tM ' S # @ w ltlc #  IxcM-ag® Act
A coom atam ts and  th e  ^ e c u r l t l e c  and BàtWm'QR# GcWmi# # tW « 
,Km :tW;#y@@ of oa® w r i t e r  S a c u r l t l e a  ' &%eWag» . 
Gommlaslon h&M more I n f lu e a c #  o v e r  c o r p o r a te  a c c o u n tin g  
I n  ' t h e  U n ite d  S t a t e s  th a n  any ' o t% er body  o u t s id e  o f  c o r p o r a te  
.-Managea^nt suad th e  a  c  couh% in g  - p  ÿ o f e à a I  on I t s e l f  ." ^ 9  % hlle  
t h i s  o b s e r v â t  lorn may h e  some shat sm ag g en e ted  I t  ls .\# e y e :^ ;  
t b e l e s #  t r u e  t W t  me c o u n t an  t  s  have  e e rk e d  c i o s e l y  w ith  th e  
5ecW^itieaeudExchsn|^''Cemsd.#sibh:.';'
'f h e ' S e c u r i t i e s  end; S xcheage, C o l l i s i o n  h as  th e  pow er 
t o  e « |u i r e  i t s  sub  j e c t s  t o  f i l e  a  r e g i s t r a t i o n  if ta te ia e n t 
(w h ic h  i s  q u i t e  d e t a i l e d )  an d  t o  f o l lo w , c e r t a i n  p rç o o é ttre s  
'•h i 'o h  i t  i s  h o p ed  w i l l '  e n a b le ' t W  : 'p ro sp # c tiv e  / in v e s to r s ' '  '
' im  c o r p o r a t io n  s e c u r i t i e s  t o  o b t a i n  s t ^ f l c i e m t  a c c u r a t e  
in j to im a t lo n  t o  make r e a a o n a b ly  so u n d  j u d ^ e n t s  a s  t o  th e  
v a lu e  o f  th e  s e c u r i t y  o f f e r i n g s *
I n  t h e  c o u rs e ;O f-  i t s  d u t i a s  th e  S e c u r i t i e s  a n d  gxcbah##^/ 
G o w ls s lo m  h a s  eaam ln ed  th o u s a n d s  o f  f l n a m c i a l  Statements o f  
o o r p o r a t io n s  w i th  s e e u r l t l o s ,  l l s b e d /  upon^ stodfe  exohSngee*
I t  ha# p r e s c r i b e d  th e  ' c o n te n ta  o f  ; th e se v 'S ta to m sa ts . end, i t  
h a s  r e q u i r e d  t h a t  t h o s e  s t a te m e n ts  - be- c e r t lf l# d :p b y ' i n -  
.dependent' p u b l i c  a c c o u n ta n ts *  -.fhe Comnissien':Ws do flad d ""
E d i t o r i a l ,  The ' .J o u r n a l  Of A ccountanO y, Vol* 88* 
he. 8 (Bacember,' l-94STy '■'''
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w hat i t  c o n s id e r s  to  be an in d ep en d en t p u b l ic  a c c o u n ta n t .
Rule 2 -0 1  o f  R e g u la t io n  8-%24 reg a r d in g  th e  q u a l i f i c a t i o n s  
o f  a c c o u n ta n ts  r e q u i r e s  t h a t  th e  a c c o u n ta n t  be in  good 
s ta n d in g  under th e  law s o f  h i s  p l a c e  o f  r e s id e n c e ,  and  to  
be in d e p e n d e n t  o f  th e  c l i e n t  whose r e g i s t r a t i o n  s ta te m e n t  
he i s  p r e p a r i n g .  In  o t h e r  word# th e  Commission* s  r e q u ir e ­
ment on  th e  m a tter  o f  in d ep en dence i s  d e fin e d  in  terms o f  
r e s t r i c t i n g  a c c o u n ta n ts  fro m  h a v in g  a  f i n a n c i a l  i n t e r e s t  
o r  h o ld in g  a p o s i t i o n  i n  th e  c l i e n t * s  o r g a n iz a t io n  as a  
t r u s t e e ,  d i r e c t o r ,  o f f i c e r ,  em p loyee, e t  c e t e r a .  Such a  
c o n c e p t o f  In d e p e n d e n c e  i s  n a rro w  and  r e p r e s e n t s  o n ly  a 
minimum a t ta in m e n t  i n s o f a r  a s  t r m  in d ep e n d en c e  i s  con cern ed . 
I n  c o n t r a s t ,  f o r  exam ple^ to  th e  d e t a i l e d  r e g l s t r a t i c a i  
s ta te m e n t  r e q u i r e d  u n d e r  S-X r e g u l a t i o n s .  G re a t B r i t a i n ’ s 
R e g i s t r a r  o f  Com panies r e q u i r e s  o n ly  th e  a u d ited  f i n a n c i a l  
s ta te m e n ts  a n d , a s  s t a t e d  b y  S i r  L au ren ce  H a lsey  i n  a 
l e c t u r e  a t  t h e  H arv ard  U n iv e r s i ty  G ra d u a te  S ch o o l o f  B u s in e ss :  
" . . .  th e  c e r t i f i c a t i o n  by th e  a u d i t o r s  and  s ig n a tu r e s  o f  
th e  d ir e c t o r s  a r e  a c c e p te d  b y  t h i s  governm en t departm ent a s
R e g u la tio n  S-X,  F o m  an d  C o n te n t o f  F in a n c ia l  
S ta te m e n ts , As am ended to  . an'di, 'incTucË'ng"'^ r l T  Ï .  Ï M 7 T" 
W ash in g to n , DT cTî ® T ited  S t a t e s  G oveivm ent P r i n t i n g  
O f f i c e .
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p rim a  f a c i e  e v id e n c e  t h a t  t h e  a c c o u n ts  have been  drawn up
p r o p e r l y .  **25
The r e g i s t r a t i o n  s ta te m e n ts  f i l e d  by In d e p e n d e n t 
p u b l i c  a c c o u n ta n ts  In  th e  O n ite d  S t a t e s  a r e  re v ie w e d  i n ­
t e n s i v e l y  by  th e  G o a m lss lo n . Many r e g i s t r a t i o n  s ta te m e n ts  
have n o t  m et th e  r e q u ir e m e n ts  o f  t h e  Com mission and d e f i c ie n c y  
l e t t e r s  have  had t o  be i s s u e d .  I t  i s  o b v io u s  th a t  th e  
Commission has no  doubts w h a ts o e v e r  a b o u t th e  s o - c a l l e d  
ind ep en dence o f  th e  p u b l i c  a c co u n ta n ts  th e y  e n c o u n te r .
In  c o n c lu s io n  I t  can be s a id  t h a t  th e  S e c u r it ie s  and 
E xchange A cts and th e  in t e r p r e t a t io n s  th e r e o f  by th e  
Commission n o t  o n ly  have in c r e a s e d  th e  l i a b i l i t y  o f  th e  
a c c o u n ta n ts  b u t  hav e  a l s o  s tr e n g th e n e d  t h e i r  p o s i t io n  i n ­
s o f a r  a s  f in a n c ia l  s ta te m e n ts  p rep ared  f o r  th e  SIC are  
c o n c e rn e d . H ow ever, th e  im p o r ta n c e  o f  th e s e  a c t s  may be 
q u e s t io n e d . I t  I s  tru e  th a t  an im provem ent has bean made 
in  an im p ortan t f i e l d  but i n  te rm s  o f  a l l  around r e g u la t io n  
s u c h  a s  p ro v id e d  by th e  com panies a c t s  in  Great B r i t a i n ,  
th e  American e f f o r t  I s  n o t  o f  g r e a t  s i g n i f i c a n c e .
E a r l i e r ^ ®  i t  was m entioned  t h a t  i n  d is c u s s in g  l a w s
6 l r  Laurence H a ls e y , "The P o s i t io n  o f  th e  P u b l ic  
A c c o u n ta n t i n  B e le t io n  t o  B u s in e ss  and Government i n  Great
B r i ta in ,®  TW  J ou rn a l o f  A c co u n ta n cy , A u g u s t, 1958 , V o l. 66 , 
S o . 2 ,  p .  9ë",
26 See Page 7 4 .
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a f f e c t i n g  th e  p u b l i c  a c c o u n tin g  p r o f e s s i o n ,  th e  e f f o r t s  o f  
th e  v a r io u s  s t a t e s  m u st be  g iv e n  c o n s i d e r a t i o n .  I t  i s  r e ­
g r e t t a b l e  from  th e  s t a n d p o in t  o f  a c c o u n tin g  p r a c t i c e  th a t  
s t a t e  c o r p o r a t io n  law s a r e  n o t  o n ly  o f  no a id  to  th e  p r o ­
f e s s i o n  b u t  a r e  a d e f i n i t e  l i a b i l i t y  i n  m ost s t a t e s .  F o r  
exam p le, some s t a t e s  a l lo w  c a s h  an d /or  s to c k  d iv id en d s t o  
be p a id  from  u n r e a l iz e d  a p p r e c i a t i o n  o f  a s s e t s . ^ ?  T his  
o b ta in s  from th e  f a c t  th a t  s t a t e  l e g i s l a t u r e s  u s u a l ly  
t r e a t e d  a c co u n tin g  m a t t e r s  with i n d i f f e r e n c e  and in v a r ia b ly  
m anaged to  m isu se  a c c o u n t in g  term in o lo g y  a t  ev ery  t u r n .  
k p a r t i a l  e x p la n a t io n  f o r  t h i s  s t a t e  o f  a f f a i r s  a r i s e s  o u t 
o f  th e  f a c t  th a t  when c o r p o r a t io n  law s #e%^ b ein g  fram ed  
th e  a c c o u n tin g  p r o f e s s i o n  was i n  i t s  in f a n c y  and  a c c o u n ta n ts  
were n o t c o n s u l te d  by  l e g i s l a t o r s  on a c c o u n tin g  m a tte r s .
The o b s o le s c e n c e  o f  s t a t e  c o r p o r a t io n  law s i s  common 
know ledge an d  in  r e c o g n i t i o n  o f  th e  o b v io u s , th e  American 
B ar A s s o c ia t io n  i n  1389 o r g a n ise d  th e  N a t io n a l  C o n fe ren ce  
o f  C om m issioners on U nifo rm  S t a t e  L a w a .^  T h is  o r g a n is a t io n  
h ad  a s  i t s  s t a t e d  o b j e c t iv e  th e  prom otion o f  uniform  s t a t e
B. A. 'F in n e y , P r i n c i p l e s  o f  A ccou n tin g , In term ed ia te  
(Hew Yorks P r e n t l e e - H a l i , ' t n 'c . ,  t h lT d  É d i t i o n ) ,  p .  IbSZ  ' '
^ 1 .  Brooke G raves, U niform S t a t e  A c tio n  (C h ap el H i l l s  
The U n iv e r s i ty  o f  H o rth  C a ro lin a  'Ÿres8,"""l9^'^T, ' p p » 5 3 -5 6 .
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law# ma a s u b s t i t u t e  f o r  c e n tr a l iz a t io n .^ ^
In  1909 work was begun by th e  Com m issioners to  d evelop  
a m odel b u s in e s s  In c o r p o r a t io n  a c t .  F in a l ly  In 1926 such  
an a c t  was com p leted . I t  p ro v id ed  fo r  un iform  law s r e l a t iv e  
to  in c o r p o r a t io n , r e g u l a t i o n ,  m erger, c o n s o l id a t io n ,  and 
d is s o lu t io n  o f  c o r p o r a t io n s  o p e r a te d  f o r  p r o f i t .  Many 
o f  th e  69 s e c t io n s  o f  th e  m odel a c t  d e a l w ith  a cco u n tin g  
m a tte r s  and w h ile  th e y  r e p r e se n te d  a c o n s id e r a b le  im provem ent, 
th e  s u b j e c t s  covered  a r e  r e l a t i v e l y  unim portant so  th a t  
a c co u n ta n ts  would g e t  l i t t l e  com fort from th e  a c t  even i f  
I t  were ad o p ted . F o r  exam ple, such  p r o v i s io n s  as th o se  
th a t  r e q u ir e  earned and p a id - in  su rp lu s to  be s e t  f o r t h  
as se p a r a te  item s from  a p p r a is a l  su rp lu s o r  th a t d iv id en d s  
n o t be p a id  from  a su r p lu s  accou n t w ith  a d e f i c i t  ba lan ce  
would add l i t t l e .  I f  a n y th in g , to  im proved  a c c o u n tin g  
p r o c e d u r e s . The a c t  among o th e r  t h in g s ,  does n ot r e q u e s t  
an a u d it ;  nor does i t  c o n ta in  p r o v is io n s  t o  r e g u la te  th e
29 gy " c e n t r a l i z a t i o n ” i s  meant th e  in c r e a s in g  
ten d en cy  o f  th e  F e d er a l Government to  l e g i s l a t e  on m atters  
t r a d i t io n a l l y  th ou gh t to  be w ith in  th e  p ro v in ce  o f  the s t a t e s  
a lo n e . The l a c k  o f  u n i f o r m i ty  in ,  or  absence o f ,  s t a t e  law s 
o f t e n  p r o v id e s  th e  F ed era l Government w ith  a t  l e a s t  one reason  
f o r  i t s  l e g i s l a t i v e  program .
N a tio n a l C onference o f  Com m issioners on Uniform  
S t a t e  Laws, Uniform  Laws A n n o ta te d , V ol. 9 (B rooklyn:
Edward Thompson Company, 1942J , p p , 7 1 -1 5 4 .
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s a l e s  o f  s e c u r i t i e s  w i th in  th e  s t a t e s *
To d a t e ,  o n ly  f o u r  s ta te s ® ^  hav e  a d o p te d  i t ,  w h o lly  
o r  i n  p a r t*  I f  u n ifo rm  s t a t e  law s are th e  o n ly  d e fe n se  
a g a in s t  c e n t r a l iz a t io n  then  i t  can bo a a ld  th a t  th e  b a t t l e  
i s  l o e t .
M ention  s h o u ld  be made o f  s t a t e  "b lu e-sky"  law s* 
P e c u l ia r ly  enough many o f  th e s e  law# re<i[ulre th a t  f in a n c ia l
s ta te m e n ts  o f  th e  s e c u r i t y - i s s u i n g  c o r p o r a t io n  be c e r t i f i e d  
by in d ep en d en t a o o o u n ta n t# . I t  l a  I n te r e a t ln g  to  n o te  th a t  
m ost o f  t h e s e  same s t a t e s  exem pt c o r p o r a tio n s  whose s e c u r i t i e s  
are l i s t e d  on le a d in g  s to c k  exchange#?^
I f ,  th e r e fo r e ,  s t a t e s  w i l l  n o t e n a c t  uniform  i n ­
c o r p o r a t io n  la w s ,  th e  o n ly  p o s s i b i l i t y  f o r  s t a n d a r d i z a t i o n  
and e f f e c t i v e  r e g u l a t i o n  i s  a F e d er a l l i c e n s i n g  o r  i n ­
c o r p o r a t io n  la w . Even i f  I t  were d e c la r e d  C o n s t i t u t i o n a l ,  
i t  w ould apply  o n ly  t o  c o r p o r a t io n s  engaged i n  i n t e r s t a t e  
com m erce,
U n t i l  su ch  tim e a s  F ed era l c o r p o r a tio n  law s are  p a ssed
w hich  in c lu d e  p r o v i s i o n s  s i m i l a r  to  th o se  o f  th e  B r i t i s h
The f o u r  s t a t e s  a d o p tin g  a l l  o r  a s u b s t a n t i a l  
p o r t io n  o f  th e  s i x t y - n i n e  s e c t i o n s  o f  th e  Model B u s in e s s  
C orporation  A ct in c lu d e  L o u is ia n a  ( l # 2 8 ) ,  Idaho (1 9 2 9 ) , 
W ash ing ton  (1 9 3 3 ) ,  and  K en tu ck y  (1 9 4 6 ) .
S te w a r t ,  o p , c i t . ,  p p . 1 5 6 -1 6 7 ,
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C oàpen ies Acbs I t  l e  th e  w r i t e r ' s  o p in io n  th a t  the American 
p u b lic  a cco u n ta n t w i l l  co n tin u e  to  be in  an I n f e r io r  p o s i t io n  
In  h i s  r e la t io n s h ip s  w ith  co rp o ra te  e n t e r p r is e s .  And, u n le s s  
th e  aooounkants' p o s i t i o n  i s  m a t e r ia l ly  s tr en g th e n e d  by F ed era l  
enactm ents p a tte r n e d  a f t e r  B r i t i s h  com panies a c t s ,  i t  i s  
d o u b tfu l i f  many g ro u p s w i l l  a c c e p t  th e  a c c o u n ta n ts ' con - 
c lu s lo n  th a t  a  code o f  e t h i c s  ip s o  fa c to  means Independence#  
Amerlcan a c co u n ta n ts  have n o t been a b le  to  con v in ce  th e  
U n ited  S ta t e s  Government and I t s  a g e n c ie s  d e a lin g  w ith  
a c c o u n ta n ts . Am erican A ccou n tan ts have not been a b le  t o  
co n v in ce  la b o r  and o t h e r  g ro u p s  who u s u a l ly  p o p u la te  th e  
a n t i" b u s in e s s  cam p, n o r  h a s  th e  g e n e ra l p u b l i c  been oon-
v ln c e d  i f  one can g iv e  any cred en ce a t  a l l  to  the p u b lic
\
o p in io n  p o l l s ,
I t  seem s apparent th a t th e re  I s  no s u b s t i t u t e  f o r  a 
l e g a l  b a s i s  a s  th e  k e y sto n e  In  th e  a cco u n tin g  e d i f i c e  end 
w hereas B r i t i s h  a c c o u n ta n ts  have a  v e r i t a b l e  m o u n ta in  o f  
l e g a l  u n d erp in n in g , Am erlcan a c co u n ta n ts  have the p r o v e r b ia l  
m o l e h i l l .
"What th e  P u b l ic  T h in k s  About F in a n c i a l  S ta tem en ts ,
The J o u r n a l  o f  A ccountancy, V o l. 8 3 . No. 6 ( J u n e , 1 9 4 7 ). 
 ^
CmPTER VI
THE FUTURE OF THE ACCOUNTING PROFESSION HERE AND ABROAD
The f o l lo w in g  rem ark s  w i l l  be concerned  w ith  what 
a p p e a r  t o  be f a i r l y  o b v io u s  and s a f e  o b s e r v a t io n s  on th e  
f u t u r e  o f  a c c o u n ta n c y  h e re  and  in  G reat B r i t a i n .
The F u tu re  o f  A cco u n tan cy  in  G re a t B r i t a i n . A c c o u n ta n ts  
have a c h iev e d  a h ig h  p o s i t i o n  i n  Great B r it a in .  P r o f e s s io n a l  
a c c o u n ta n c y  h a s  been and i s  r e p r e se n te d  on g o v e rn m e n ta l 
c o m m itte e s ,1 A ccou n tan ts have se rv e d  f o r  decades as de 
f a c t o  revenue a g en ts  f o r  th e  governm ent. E n g lis h  law s have 
made th e  a c c o u n ta n t  a  k ey  f ig u r e  in  the b u s in e s s  world from  
th e  c a p i t a l - r a i s i n g  a c t i v i t i e s  a t th e  in c e p t io n  o f  an e n t e r ­
p r i s e ,  th o u g h  i t s  l i f e  by r e p e a te d  a u d its  o f  i t s  accou n ts  
and  a f f a i r s ,  and  a t  and, i f  t h e r e  i s  o n e , w h e th er in  ban k ­
r u p tc y ,  r e o r g a n i z a t i o n ,  r e c e i v e r s h i p ,  o r  d i s s o l u t i o n .
B r i t i s h  la b o r  p e o p le  have lo n g  u sed  th e  s e r v i c e s  o f  th e  
p u b l ic  a cco u n ta n ts  t o  p r e se r v e  th e  f in a n c ia l  in t e g r i t y  o f  
v a r io u s  s o c i a l  w e lf a r e  o r g a n iz a t io n s  su c h  a s  t h e i r  f r ie n d ly  
s o c i e t i e s ,  tr a d e -u n io n s , and o t h e r s .
In  th e  l i g h t  o f  th e s e  p a s t  and p r e se n t  a c h ie v e m e n ts .
 ̂ A ccou n tan ts se r v e  i n  a d v is o ry  c a p a c it ie s  on s ta n d in g  
com m ittees o f  th e  B oard o f  T ra d e , th e  M in is t r y  o f  H e a lth ,  
th e  Food C o u n c il ,  and o t h e r s .
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i t  w ould  seem  th a t  p r o f e s s io n a l  a c c o u n ta n c y  i n  Great B r i t a i n  
c o u ld  be e x p e c te d  t o  c o n tin u e  s e r v in g  l a  i t s  t r a d i t io n a l  
m anner* However, su c h  an  a s su m p tio n  would o v er lo o k  a dynam ic 
p o l i t i c a l  f a c t o r — th e  L abor P a r ty  and i t s  s o c i a l i s t i c  program # 
li« must t h e r e f o r e  c o n s id e r  th e  p o s s ib l e  e f f e c t s  upon th e  
f u t u r e  o f  B r i t i s h  a c c o u n ta n c y  o c c a s io n e d  by  th e  r i s e  o f  th e  
B r i t i s h  Labor P a r t y .
The C h a r te r e d  A c c o u n ta n ts  and  S o c ia l i s m .^  When th e  
Labor P arty  an n o u n ced  I t s  o b j e c t i v e s  i n  th e  s p h e re  o f  d o m e s tic  
p o l i c y ,  many a c c o u n ta n ts  b o th  w i th in  and  o u t s id e  o f  th e  B r it i s h  
I s l e s  p r e d i c t e d  th e  end  o f  th e  a c c o u n tin g  p r o f e s s io n  in  Great 
B r i t a i n .  I t  was f e l t  th a t  a  s o c i a l i s t  govam m ant would not 
lo n g  a llo w  i t s  a f f a i r s  t o  be s u b j e c t  t o  ind ep en dent rev iew  
an d  p o s s ib l e  c r i t i c i s m .
2 The f o l lo w in g  s e c t io n  i s  b ased  p r im a r ily  upon th e  
f o l lo w in g  two s o u r c e s :  S i r  F r e d e r i c k  J .  A lban , C .B .E .,
J . P . ,  F .S .A .A . ,  P r e s i d e n t ,  The S o c ie ty  o f  In co rp o ra ted  
A c c o u n ta n ts  and  A u d i to r s ,  “S o c i a l i z a t i o n  i n  G reat B r i t a i n  
an d  i t #  E f f e c t  on th e  A c c o u n tin g  P r o f e s s io n ,"  Mew R e sp o n s i­
b i l i t i e s  o f  th e  A c c o u n tin g  P ^ f e s s i o n .  Coi^ l e  te "  'I e x i  o'f
ïe c 'i in ïc a l~ F a p e ra ""f 're s e n F e d  a t  "tike" s i x t y - f i r s t  annual m eetin g  
o f  th e  A m erican  I n s t i t u t e  o f  A c c o u n ta n ts ,  P a lm er H ouse, 
C h ica g o , S ep tem b er 1 9 -2 3 , 1948 {Mew Y ork : A m erican  I n s t i t u t e
o f  A c c o u n ta n ts ) , p p .  67-78} S i r  Laurence H a lsey , C .A .,  P a s t  
P r e s i d e n t ,  The I n s t i t u t e  o f  C h a r te r e d  A c c o u n ta n ts  in  England  
and  W ales, "The P o s i t i o n  o f  th e  P u b l ic  A c c o u n ta n t i n  R e la t io n  
to  B u s in e s s  and  G overnm ent i n  G re a t B r i t a i n , "  The J o u r n a l  o f  
A c co u n ta n cy # V o l. 6 6 , So, 2 (A u g u s t, 1 9 3 8 ) , p p . 90-98  and 
Vol. 6'ê, ËO. 3 , (S e p te m b e r , 1 9 3 8 ) , p p .  1 7 1 -1 8 0 .
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S u b seq u en t e v e n ts  w ere r e a s s u r in g  to  th e  a c c o u n tin g  
p ro f e s s io n *  F o r  one th in g  th e  v a r io u s  n a tlo n a llz m tlo n  
a c t s  p u t  th e  a f f a i r s  o f  th e  s o c i a l i z e d  i n d u s t r i e s  in  t h e  
h an d s o f  in d e p e n d e n t a u t h o r i t i e s ,  n o t  a  p a r t  o f  th e  g o v e m - 
'V m e h t a & a l n i s t r a t i o n . T h is  was im p o r ta n t  f o r  th e  fo l lo w in g  
W easo n s: th e s e  publlo*^owned i n d u s t r i e s  keep  t h e i r  Income
a n ^  e x p e n d i tu r e s  a p a r t  from  th e  n a t i o n a l  b u d g e t,  th e y  a r e  
n o t  i^ u b je c t  t o  E x ch eq u er a d m i n i s t r a t i o n ,  th e y  a r e  r e q u i r e d  
to  keeV se p a r a te  a  o co u n t a  and  f i n a l l y ,  th ey  m ust p u b lish  
annual] s ta te m e n ts  j u s t  a s  i f  th ey  w ere p r i v a t e  b u s in e s s e s .
F u rth e rm o re  th e  a u d i t s  are c o n d u c te d  by a u d ito r s  who 
a re .m em bers o f . one o r  w are  o f  th e  fo l lo w in g :  th e  I n s t i t u t e
o f  C h a r te re d  A c c o u n ta n ts  in  E ng land  and W ales, th e  S o c ie ty  
o f  In co rp o ra ted  A ocohntants and  A u d i to r s ,  th e  th r e e  S c o t t i s h  
b o d ie s  o f  C hartered A c c o u n ta n ts , o r  t h e  A s s o c ia t io n  o f  
C e r t i f i e d  and  C o rp o ra te  A c c o u n ta n ts .
A lthough th e  d i r e  p r e d i c t i o n s  c o n c e rn in g  th e  fu tu re  
o f  th e  a c c o u n tin g  p r o fe s s io n  have f a i l e d  t o  m a t e r i a l i z e ,  
y e t  B r i t i s h  s o c i a l i s m  h as  a f f e c t e d  th e  p r o f e s s i o n  in  ways 
w h ich  a t  f i r s t  w ere n o t  c o n te m p la te d *  I n  t im e  i t  a p p e a rs  
t h a t  a u d i t s  w ti.1 be c o n c e n tr a te d  in  th e  h ands o f  l a r g e  




a c co u n tin g  f l im a  w i l l  be m a t e r ia l ly  red u ced .^  The d ev e lo p ­
ment by a l l  o f  th e  s o c i a l i z e d  I n d u s tr ie s  o f  t h e i r  o#n s t a f f s  
o f  in t e r n a l  a u d ito r s  seems in e v i t a b le  so  th a t  th e  amount 
o f  d e t a i le d  ch eck in g  and rev iew  done by p u b lic  a cco u n ta n ts  
w i l l  be m a te r ia l ly  red u ced  and th e  a u d it f e e s  a lo n g  A lth  l t . 4  
For exam ple, th e  l a t i o n a l  Coal B oard  has i t s  own in t e r n a l  
a u d it  s t a f f  and i t  has a lr e a d y  been ob served  in  th e  c o a l  
in d u s tr y  th a t  th e  t o t a l  o f  th e  f e e s  payab le  f o r  a u d i t s  p lu s  
th e  s a l a r i e s  o f  th e  new ly a p p o in ted  a u d ito r s  i s  l e s s  than  
th e  t o t a l  a u d i t  f e e s  p a id  by the c o a l in d u s t r y  when i t  was 
in  p r iv a te  h a n d s .5
^ On t h i s  p o in t ,  A lban  makes th e  fo l lo w in g  o b ser ­
v a t io n :  . . .  arrangem ents were made, in  some c a s e s ,  fo r
l o c a l  s e c t io n s  o f  th e  a cco u n ts  o f  a p u b l ic  a u th o r ity  to  
co n tin u e  t o  be a u d ite d , f o r  th e  tim e  b e in g , by th e  a u d i to r s  
who p r e v io u s ly  undertook  th a t  t a s k .  T h is , how ever, i s  a 
p a s s in g  p h a se .
B road ly , how ever, i t  seem s in e v it a b le  t h a t ,  w h ile  
th e r e  w i l l  s t i l l  bo an in d ep en d en t a u d it o f  th e  a c c o u n ts  o f  
p u b l i c  a u t h o r i t i e s ,  th e r e  must be an u lt im a te  co n cen tra ­
t io n  o f  t h i s  a u d i t  work i n  th e  hands o f  th e  la r g e r  firm s  
o f  p r a c t i t i o n e r s — to  th e  v i r t u a l  e x c lu s io n  o f  many o f  th e  
s m a l l e r  f i rm s  p r e v io u s ly  engaged upon t h i s  work when the  
in d u s t r ie s  were c a r r ie d  on by la r g e  numbers o f  sm a lle r  
in d u s t r ia l  u n i t s .
A lban, op , c i t . , p . 74
^ T h is does n ot mean th a t  l e s s  d e t a i l e d  ch eck in g  w i l l  
be done than  fo rm erly ; i n  f a c t ,  one would e x p e c t  th a t  more 
e x te n s iv e  t e s t in g  w i l l  r e s u l t  from  th e  new s i t u a t i o n .
 ̂ A lban, o p . c i t . , p .  7 5 .
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L et u s  c o n s id e r  a t i l l  a n o th e r  e f f e c t  o f  s o c i a l i z a ­
t i o n .  The new p u b l i c  a u t h o r i t i e s  a r e  In  r e a l i t y  s u p e r -  
g i a n t  c o r p o r a t io n s  and  o f  n e c e s s i t y  o p e r a te  upon a v a s t  
s c a l e .  The c o m p le x ity  o f  e a c h  i n d u s t r y  an d  th e  new l a y e r s  
o f  m anagem ent have  o f  n e c e s s i t y  p u t  heavy  demands upon th e  
a c c o u n ta n ts  In p u b l i c  a u t h o r i t i e s  t o  d e v e lo p  a c c o u n tin g  
s t i l l  fu r th e r  f o r  p u rp o s e s  o f  c o n t r o l  a n d , o f  c o u rs e ,  
m anagem ent.  I t  I s  a lm o s t c e r t a i n  t h a t  th e  p u b l i c  a u t h o r i t i e s  
w i l l  more th a n  absorb  a c c o u n ta n ts  d i s p la c e d  by th e  n a t io n ­
a l i z a t i o n  p ro g ra m . In  f a c t ,  A lb a ri^ in  d i s c u s s in g  th e  p o s s ib l e  
e f f e c t s  o f  s o c i a l i s m ,  s u g g e s t s  th a t  th e  d e s t r u c t io n  o f  th e  
s m a l l e r  p u b l ic  a c c o u n t in g  f ir m s  may im p a ir  th e  sou rce from  
w h ich  th e  s t a t e  I n d u s t r i e s  can  draw  men f o r  th e  key  a c c o u n tin g  
p o s i t i o n s .  On th e  o t h e r  hand th e  e l i m lh a t i o n  o f  th e  s m a l le r  
f i r m s ,  w here men can r e c e iv e  a  v a r i e t y  o f  e x p e r ie n c e  under 
c o n d i t i o n s  I s ^ o s s i b l t  t o  d u p l i c a t e  w i th in  th e  o f f i c e s  o f  
i n d u s t r i a l  e n t e r p r i s e s ,  c a n n o t be co n ced ed  y e t  s in c e  I t  i s  
e s t im a te d  t h a t  ^ e ig h ty  p e r  c e n t  o f  i n d u s t r y  an d  d is t r ib u t io n  
re m a in s  i n  th e  hands o f  p r iv a te  e n t e r p r i s e ,  a l b e i t  s u b je c t  
to  a  c o n s id e r a b le  m easu re  o f  c o n tro l.* * ^
 ̂ A lban , i b i d . ,  p .  77, 
^ I b i d . .  p .  7 6 .
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C o n sid e r in g , f o r  a moment, th e  t r a in in g  o f  c h a r te re d  
a cco o n ta n te  and o th e r *  in  th e  fu tu r e  i t  i a  apparent th a t  
more emphaela w i l l  have to  be g iv e n  to  th e  s u b je c t  o f  
in d u s t r i a l  a c co u n tin g  ( c o s t s —b o th  sian u fao tu r in g  and d i s ­
t r ib u t iv e )  and i t  appears th a t  more ao co u n ta n ts  w i l l  be 
t r a in e d  in  E n g lis h  u n i v e r s i t i e s  and c o l l e g e s  where th ey  w i l l  
r e c e iv e  a somewhat broader e d u c a tio n  than has been p rov id ed  
by th e  a g e n c ie s  o f  the p r o f e s s io n a l  a cco u n tin g  b o d ies in  
th e  p a st#
I t  would appear th e  B r i t i s h  a cco u n ta n ts  w i l l  in d eed  
su r v iv e  and may w e l l  be e x p e c te d  to  co n tin u e  t h e ir  r o le  
a s  "suprem ely im p ortan t ch eck ers o f  in d u s t r ia l  e f f i c i e n c y ,  
w hether p r iv a t e ly  or  n a t io n a l ly  o w n e d . I n  so  fa r  as n e t  
o p e r a tin g  p r o f i t ,  under s t a t e  s o c ia l i s m , may be view ed as  
an in d e x  o f  I n d u s t r ia l  e f f i c i e n c y .  I t  may be e x p e c ted  th a t  
p u b lic  a c co u n ta n ts  w i l l  co n tin u e  t h e i r  t r a d i t io n a l  r o le  
m o d if ie d  o n ly  by a new s e t t i n g .
The F u tu re  o f  A ccountancy i n  th e  U n ited  S t a t e s . Mr. 
Warren * .  N l s s l e y ,  in  le o tu M n g  to  a sem inar group in  a c co u n tin g  
a t  Columbia U n iv e r s ity  in  December, 1936 , remarked ( in  e s s e n c e )  
t h a t ,  w h ile  he was d e e p ly  a p p reh en siv e  about P r e s id e n t  F ra n k lin  
Dm R o o se v e lt* s  s o lu t io n s  f o r  th e  c o u n try * s  econom ic
8 I b i d . .  p .  7 9 .
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and  s o c i a l  i l l s ,  he f e l t  t h a t  th e  a c c o u n tin g  p r o f e s s io n
w ould  soon  grow in  p r e s t i g e  and Im p ortan ce.^  A c co u n ta n t
N ls s le y  based  h i s  h o p es f o r  a  b e t t e r  a c c o u n tin g  p r o f e s s io n
1 nupon th e  f o l lo w in g  p o i n t s :
1) l l d e r  d i f f u s i o n  and more co m p le te  in fo rm a tio n  
a b o u t  th e  a f f a i r s  o f  b u s in e s s  e n t e r p r i s e s ,
2} More governm ent c o n tr o l o f  com m ercial and 
f in a n c ia l  p r a c t i c e s  o f  b u s in e s s  e n t e r p r i s e s ,
3} " T ru st-b u stin g "  p o l i c i e s  In  an a t te m p t  to  re d u c e  
th e  s i z e  o f  c o rp o ra te  e n t i t l e s ,  and
4) H ig h e r t a x  r a te s  and a m ore c o m p lic a te d  t a x
sy s te m .
The above program. I f  i t  m a t e r i a l i z e d  i n t o  p o s i t i v e
governm ental p o l i c i e s  as î J i s s le y  e x p e c te d ,  w ould a f f e c t  
a c c o u n ta n t s .  The p r o v id in g  o f  more p u b l ic  in fo r m a t io n  
about s e c u r i t i e s ,  th e  p r e p a r a t i o n  o f  c o a t  s t u d i e s  f o r  a 
law  su c h  a s  th e  H ob in so n -P etm an  A c t ,  th e  u n sc ra m b lin g  o f  
th e  a c c o u n ts  o f  h o ld in g  c o m p a n ie s , and th e  s o lv in g  o f  t a x  
q u e s t io n s  o c c a s io n e d  by th e  In c r e a se d  c o m p le x ity  o f  t a x e s — 
a l l  th e s e  t h in g s  w ould  r e q u i r e  th e  s e r v i c e s  o f  th e  a c c o u n tin g
W arren 1 .  S l s s l e y ,  "The F u tu re  o f  P r o f e s s io n a l  
A c c o u n ta n c y ,"  The Jou rn a l o f  A cco u n ta n cy , V o l. 6 3 , No. 2 
(F ebruary, 1937')", p .  9 9 .
I b i d . .  p .  1 0 2 .
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p r o f e s s i o n ,  àné so  we f i n d  th e  e c e o u n ta n t ,  who was so  
d i s t r u s t f u l  o f  th e  P r e s id e n t 's  p o l i c i e s , ,  b a s in g  h is  p ro ­
f e s s i o n 's  h o p es f o r  th e  f u t u r e  m ain ly  upon th e  e f f e c t s  
upon  o u r  economy o f  su c h  lew  D eal c r e a tu r e s  am th e  S e c u r i t i e s  
and Bxehange Commission# th e  Roblnson-jPatmsn A c t , dzm stlc  
r e v i s i o n s  in  F e d e ra l  t a x  la w s , v a r io u s  S o c ia l  S e c u r ity  A c ta , 
an d  many o t h e r s .
I n  th e  p r e s e n t  decade a c co u n ta n ts  a r e  s t i l l  f i n d in g  
changes b e in g  in tr o d u c e d  in t o  th e  o ld  o rd er  o f  t h in g s .  The 
w a r , w ith  c o n tr o ls  and in c r e a s e d  t a x e s ,  p ro v id e d  f u r t h e r  
im petus t o  th e  g ro w th  o f  th e  p r o f e s s i o n  l a  numbers and in  
im p o r ta n ce . Today, th e  a c c o u n ta n t  i s  b e in g  co n sid er ed  fo r  
a r o l e  i n  labor-m anagw aent r e l a t i o n e . Thus,  g r a d u a l ly  
th e  p o s s i b i l i t i e s  o f  a c c o u n tin g  a s a s o c i a l  fo r c e  are b e in g  
re  cogn ised #  I t  l a  hoped t h a t  th e  a cco u n ta n ts  can r i s e  to  
th e  o c c a s io n .
The C e r t i f i e d  P u b l i c  A c c o u n ta n ts  and t h e  I o n - c e r t i f i e d  
■'.groups.  The v a r io u s  a s p e c ts  o f  t h e  s t r u g g le  betw een th e  
c e r t i f i e d  men and th e  o th e r  p u b l ic  a c co u n tin g  groups w ere 
reco u n ted  i n  C h a p te r  I I I .  L i t t l e  can  be added  h e re  e x cep t  
to  r e e m p h a s is e  th e  s e r io u s n e s s  o f  th e  p r e s e n t  s i t u a t i o n .
11 S e e , f o r  exam p le, th e  f o l lo w in g  a r t i c l e :  F re d  Ei
K in g , " Is T h ere  a F i e l d  f o r  A c c o u n ta n ts  In  the F u tu re  o f  
L ab o r N e g o t ia t io n s ? ," The Jo u rn a l o f  A ccountancy. V o l. 8 4 , 
l o .  1 , ( J u ly , 1 9 4 7 ) , p p .  lô '- l ë '.
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In  l e g i s l a t i v e  y e a r # , th e  p r o f e e s lo a a l  at&adarda o f  c e r t l- '  
f l e d  p u b lic  a c co u n ta n ts  have been r e p e a te d ly  In  jeopardy  
ae a e l l - o r g a n lz e d  p u b lic  a c c o u n tin g  groups su rged  in to  th e  
l e g l a l a t l v e  h ea r ln g a  u s u a l ly  I n te n t  on lo w e r in g  p r o fe a a lo n a l  
s t a n d a r d s ,^  To j u s t i f y  t h e i r  a c t i o n s  th e y  charge the  
I n s t i t u t e  w ith  b e in g  a  m onopoly and a ttem p tin g  to  r e s t r i c t  
th e  num ber o f  a c c o u n ta n ts .
When one o o n e ld era  th e  needa o f  th e  a cco u n tin g  p r o -  
f e a s io n  f o r  h i g h l y - t r a i n e d ,  com petent men end the f a c t  
t h a t  c o l l e g e - t r a in e d  s tu d e n ts  seem to  be a b le  t o  p a ss  the  
I n s t i t u t e * s  accou n tan cy  ex a m in a tio n s w ith o u t to o  much 
d i f f i c u l t y ,  i t  does n o t seem t h a t  th e  s i n i s t e r  ch arges  
made a g a in s t  th e  I n s t i t u t e  have much v a l i d i t y .  O b viously  
some n o n - c e r t i f l e d  a c c o u n ta n ts  w i l l  n ever  be a b le  t o  p a ss  
th e  I n s t i t u t e  e x a m i n a t i o n s , The re a s o n  i s  s im p ly  th a t
I n  a l e t t e r  d a ted  June 3 0 , 1 9 4 9 , th e  S ta te  S o c ie ty  
S e r v ic e  Departsxent o f  th e  Am erican I n s t i t u t e  o f  A ccount­
a n ts  r e p o r te d  upon accou n tan cy  l e g i s l a t i o n  a c t l v l t l S #  in  
adjourned l e g i s l a t u r e s  a t  th a t  t im e . Of t h i r t y - f i v e  s t a t e s  
s u rv e y e d , n in e te e n  had had accou n tan cy  l e g i s l a t i o n  in t r o ­
duced o f  a ty p e  which would weaken or  r e p e a l p r e se n t  law s  
on a c c o u n tin g  m a t te r s .
Those who com plain  th a t  t h e  I n s t i t u t e * s  exam ina- 
t l o n s  are to o  d i f f i c u l t  sh o u ld  c o n s id e r  B r i t i s h  e x p e r ien ce  
on t h i s  m a tte r . T here, d e s p i t e  th e  f a c t  th a t  th e  c a n d id a te s  
are u s u a l ly  han dp loked , th e  " m o r ta lity "  r a te  i s  a p p ro x ! -  
mmtely 50^.
04
th e y  e r e  e i t h e r  n ot edeqnm teiy  prepared: e i t h e r  by ednom- 
t i o a  o r  e a p e r le n e e , o r  p o s s i b l y ,  b o th * ^ ^  In  any o th er
p r o f e s s io n  th e s e  & oco\mfcants w ould  have  n e v e r  been a llo w e d  
to  "enter** th e  p r o f e s s i o n .
The p o s s ib l e  d o u b le  t r a g e d y  i s  th a t  th e  work o f  
Amerléa# o o l l e g i a t e  b u s in e s s  s c h o o ls  w i l l  be s a c r i f i c e d  
a lo n g  w ith  p r o f e s s io n a l  e ta n d a r d s  j u s t  whan th e  su p p ly  o f  
p r o p e r ly  t r a i n e d  p u b l i c  a c c o u n ta n ts  i s  v i r t u a l l y  a s s u r e d  
and th e  a c t u a l  e d u c a t io n a l  and t r a i n i n g  stan d ard s o f  the  
p r o f e s s io n a l  have b een  r a i s e d  f a r  above m ost s ta te s *  r e ­
q u irem en ts .
14 S t a t i s t i c s  ço sq p lled  by t h e  A m erican I n s t i t u t e  o f  
A c c o u n ta n ts  show t h a t  th e  am ount h f  é d u c a t io n  and  e x p e r ie n c e
a r e  f a c to r #  I n  p a s s in g  th e  Cfk e x a m in a t io n # . F o llo w in g  
a r e  t h e  r e s u l t s  from  fo u r  d i f f e r e n t  ex a m in a tio n s:
f e r  Cent f a a s l n g  By E d u c a tio n  l e v e l
May ' l o v .  .,*ay S ov .
ïMÔîiîi» 7 ^  iè?l| 1^
College 16.6ÎÉ 12.*)É l* .6 ÿ  21.7%
P er 'Gent p a s s in g  By Types o f  .■ixpe-rtence
#&y S ov , May Mov& 
m aeerien cd  i g w  l ^
fub  l i  Û accou nting , l i ' . i ^  l l l i ^ . l 4 # ^ . 2Ü71?
i o  p u b lic  a c c o u n tin g  5 ,7 ^  S .2 ^  '# .1 #  1 9 .7^
O f f i c i a l  D e c is io n s  and Re l e  a s#  a #-> Th#' J o u rn a l. o f  Acçotatt&ncy,  
V o l. 8 0 ,  Mo. 1 ( J u ly ,  1945) p p . bVSSb.
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I t  l 8  d i m  c u l t  t o  appr&lae th e  f i n a l  outcome o f  
t h i s  in te r n e c in e  s t r u g g le .  The c e r t i f i e d  group la  b e t t e r  
o rg a n ize d  and baa e o n a id e r a b le  p r e s t ig e  and in f lu e n c e ;  the  
n o n ^ c e r t l f le d  group bas a s u b s t a n t ia l  n u m erica l s u p e r io r ity  
Sind i s  w e ll  o r g a n ize d  in  some s t a t e s .  The I n s t i t u t e  has  
u rged  i t s  members to  p a r t i c ip a t e  more in  p u b lic  a f f a i r s  
( l i k e  la w y ers) in  o rd er  th a t  tb e  man in  tb e  s t r e e t  w i l l  
become b e t t e r  a cq u a in ted  w ith  them . The I n s t i t u t e  has 
u rged  s t a t e  s o c i e t i e s  t o  c u l t iv a t e  tb e  n o n - c e r t l f i e d  groups 
and t o  p ro v id e  su ch  s e r v ic e s  a s  c o a ch in g  sch o o la  to  h e lp  
p u b lic  a c co u n ta n ts  to  a d e q u a te ly  prepare f o r  C .P .A . eaam lna- 
t io n s .^ ^  I t  ia  to  be hoped th a t  th e  s t r u g g l e  w i l l  e v e n tu a l ly  
be r e s o lv e d  in  fa v o r  o f  n o t  o n ly  k eep in g  tb e  p r e se n t stan d ard s  
but o f  s u b s t a n t ia l ly  r a i s in g  them  in  many s t a t e s .
Tbe C e r t i f i e d  P u b lic  A ccou n tan ts and th e  L egal 
P r o fe s s io n .  In  r e c e n t  y e a r s  th e re  has been d ev e lo p in g  be­
tw een la w y e rs  and a c co u n ta n ts  w hat, in  th e  p a r la n c e  o f  la b o r  
and in d u s tr y ,  would be te rm e d  a " j u r i s d ic t io n a l  d is p u te ."
The a s s a u l t  h as been I n i t i a t e d  by th e  l e g a l  p r o fe s s io n .
I t  has In v o lv ed  th e  r ig h t s  o f  a c co u n ta n ts  to  d e a l w ith  t a t  
m a tte r s .  On th e  n a t io n a l  f r o n t  c e r ta in  members o f  the l e g a l
Such a s c h o o l was s e t  up by th e  M issou ri S o c ie ty  
o f  C e r t i f ie d  P u b lic  A ccou n tan ts and has been most s u c c e s s f u l .
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p r o fe a a lo n  atLem pted u n s u c o e â s fu lly  to  p rev en t C e r t i f ie d  
P u b lic  A ceou ntan te from  p r a c t ic in g  b e fo re  th e  T*% Co^rt.^^
On th e  et& te l e v e l ,  o n ly  tv o  oasae w i l l  be m en tion ed . One
Î *7l e  th e  now femone Bercu ca ee  In  th e  S ta te  o f  %ew Y o r k .t '
T hle a c t io n  In v o lv e d  a c e r t i f i e d  p u b l ic  accoun tan t who wee 
a c t in g  e o l e l y  me a  ta% o o n a u lta n t*  He had n ot made an 
a u d it  o f  him C lie n t* #  aeeou n te  but be d id  p rep are  an o p in io n  
on a  ta a  m a tter  and th e  Hew York Bar A a e o o la tlo n  I n te r ­
p r e te d  th l#  a# an I l l e g a l  p r a c t ic e  o f  la w . The t r i a l  ccwrrt 
h e ld  f o r  Bercu b u t th e  d e c la lo n  was rev er# ed  by th e  A p p e lla te  
Court and t h e  r e v e r s a l  was su b se q u e n tly  s u s ta i n e d  by th e  
lew  York Court o f  A p p ea l# .
The se c o n d  e a se  in v o lv e d  a n o n * c e r t i f ie d  p u b lic
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A c tio n  a g a i n s t  Bernard B erea , a  c e r t i f i e d  p u b lic  
a c c o u n ta n t, was b ro u g h t  by  th e  lew  York County Lawyer#
A s s o c ia t io n  i n  1944 . The t r i a l  c o u r t  d e c i s io n  in  1947 
fa v o r e d  B e rc u , how ever, th e  lew  York County Lawyer# 
A s s o c ia t io n  a p p e a le d  t h i s  d e c is io n  and th e  Hew York 
A p p e l la te  Court r e v e r s e d  th e  t r i a l  c o u r t  d e c i s io n  in  
th e  s p r i n g ,  1 9 4 8 . Then B ercu, ap p ea led  t h i s  deelsid in  
but th e  Hew York Court o f  A p p e a ls  u p h e ld  the A p p e lla te  
C o u rt on J u l y  1 9 , 1 9 49 .
O f f i c i a l  D e c is io n #  and R e le a s e s ,  The J o u r n a l  o |: .Ac c o u n t-  
a n c y . V o l. 8 5 , S o . 4 (A p r i l ,  1947)”',“ 'pp . S'4^'lS48 s S l  
V o l.' 8 8 , SO. 5 (Septem ber, 1 9 4 9 ) , p p . 2 5 5 -2 5 6 .
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a ocou n tan t In M in n e s o ta .^  The K ln n esota  Ear A sso c ia tio n , 
c h a lle n g e d  th e  r ig h t  o f  th e  a ccou n tan t to  d e c id e  th e  q u e s t io n  
o f  th e  d e d u c t ib i l i t y  o f  c e r ta in  item s f o r  t a x  p u rp o s e s ,  t o  
d e c id e  w hether c e r ta in  k in d s  o f  e x p e n d itu r e s  were o f  c a p i t a l  
o r  n o n '-c s p ita l  n a tu r e , and to  a d v is e  th e  taxp ayer  as to  
w hether he sh o u ld  f i l e  a s e p a i^ te  or  j o in t  M turn^ I f  th e  
Bar A s s o c ia t io n 's  c a se  i s  s u c c e s s f u l  i t  w i l l  mean th a t  
a c co u n ta n ts  w i l l  have to  h ir e  la w y ers to  look  over  t h e i r  
sh o u ld e r s  a s  th ey  p rep a re  Incoxse ta x  re tu r n s  f o r  t h e ir  
c l i e n t s .
D e sp ite  h ig h  sou nd ing  r ea so n s  g iv en  by th e  law yers  
in  t h e i r  e f f o r t s  to  e n g r o ss  p a r t or a l l  o f  the ta x  p r a c t ic e  
o f  a c c o u n ta n ts , c e r ta in  f a c t s  become g la r in g ly  ap p aren t.
Tax work i s  b o th  lu c r a t iv e  and s te a d y . I t s  s t a b i l i t y  in  
good t im e s  and  bad i s  p a r t ly  th e  r e a s o n  fo r  th e  f a c t  th a t  
e a r n in g s  o f  a c c o u n tin g  p a r tn e r s h ip s  have rem ained r e l a t i v e l y  
s t a b le  over  th e  y e a r s  i r r e s p e c t iv e  o f  the econom ic ups and  
downs. I t  i s  t h i s  very  la c k  o f  su ch  s t a b i l i s i n g  e lem en ts  
th a t  c h a r a c t e r i s e s  th e  l e g a l  work and has made th e  p r o fe s s io n  
su c h  a dreary one in  d e p r e ss io n  t im e s .
^  An a c t io n  c h a rg in g  u n a u th o r ise d  p r a c t ic e  o f  law  
was brought in  Ramsey County, A p r i l  2 ,  1948 , by th e  M inn- 
e s o ta  Bar A s s o c ia t io n .
E d i t o r ia l ,  The Jou rn a l o f  A ccountancy,  V o l. 8 6 ,
So* 1 ( J u ly ,  1 9 4 8 ) , ppTTPST"
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Shea on© ad d s  to  th e  above p i c t u r e  th e  th o u g h t t h a t  
th e  l e g a l  p r o f e s s i o n  h a s  c e r t a i n  u n iq u e  a d v a n ta g e s  i n  i t s  
a c q u i s i t i v e  a c t i v i t i e s  on th e  t a x  p r a c t i c e  o f  a c c o u n ta n ts .
I t  I s  e a sy  to  se e  why l e ^ y e r s  bév e  p u sh e d  t h e i r  a t t a c k s  
I n t o  th e  o p e n . The s t r u g g l e  may be s e t t l e d  by c o u r t s  and 
l e g i s l a t u r e s .  When we c o n s id e r  t h a t  a l l  ju d g e s  a r e  e x -  
la w y e rs  and  t h a t  l e g i s l a t i v e  h a l l s  f a i r l y  b r i s t l e  w ith  
a t t o m s iy s ,  t h e r e  may be c a u se  f o r  a la rm  fro m  th e  a c c o u n t­
a n t* »  s t a n d p o in t .
J u s t  w hat th e  outcom e o f  t h i s  Im passe  w i l l  be i s  
f a r  from  c e r t a i n  a t  t h i s  w r i t i n g .  One f a v o r a b le  a s p e c t  
fro m  th e  a c c o u n t in g  s t a n d p o in t  i s  th e  f a c t  t h a t  th e  two 
p r o f e s s io n s  have w orked c l o s e l y  and w e l l  i n  p a s t  y e a r s .
A lso  th e r e  seem s to  be a  num ber o f  a t t o r n e y s  who d is a p p ro v e  
o f  th e  ** feath© rbedd ing” e f f o r t s  o f  some o f  t h e i r  b r e t h r e n .
C o n s id e r ,  f o r  e x am p le ,  th e  fo l lo w in g  e x c e rp t  from  
an  e d i t o r i a l  i n  th e  C olum bia Law H eview s
To r e q u i r e  a d m is s io n  to  th e  b a r  a s  a  p r e r e q u i s i t e  to  
u n f e t t e r e d  p r a c t i c e  b e f o r e  f e d e r a l  a g e n c ie s  seam s an  u n ­
n e c e s s a r y  b u rd en  to  p u t  on th e s e  men who a r e  e x p e r t s  in  
t h e i r  f i e l d s .  I t  b e t r a y s  a  n a rro w n e s s  o f  ou tlo O k  f o r  th e  
l e g a l  p r o f e s s i o n  to  r e g a r d  a s  I m p o s te r s ,  t r a i n e d  men who 
a r e  f u l l y  e n t i t l e d  t o  th e  a d v a n ta g e  o f  p r o f e s s i o n a l  s t a t u s ,  
o f t e n  t o  th e  same e x t e n t  a s  members o f  th e  b a r .
The p u b l ic  i s  n o t  I n t e r e s t e d  I n  m a in ta in in g  a  l e g a l  
m onopoly f o r  t h a t  f a c t  i n  i t s e l f ,  b u t  o n ly  where I t  i s  
n e c e s s a r y  to  i n s u r e  c o m p e te n t an d  h o n e s t  h e lp  in  s o lv in g  
c e r t a i n  ty p e s  o f  p ro b le m s . G roups o f  l a y  p r a c t i t i o n e r s  
w h ich  have  p ro v e d  t h e i r  com petency  i n  s p e c i a l i z e d  f i e l d s
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I t  1$ upon tb e a *  d l a a e n t ln g  l a # y e r s  t h a t  th e  hope o f  th e  
a c c o u n tin g  p r o f e s s i o n  to  p r e s e r v e  th e  s t a t u s  quo In  th e  
ta% f i e l d  p ro b a b ly  r e e t s  s in c e  I t  seem s c l e a r  t h a t  a  t o t a l  
e f f o r t  on th e  p a r t  o f  th e  l e g a l  p r o f e s s i o n  to  a c h ie v e  e  
" t a x  m onopoly" c o u ld  n o t  be s to p p e d  s o l e l y  by th e  a c c o u n tin g  
p r o f e s s io n  I t s e l f .
The C e r t i f i e d  P u b l ic  A c o o u n ta n ta  and Im b o r. "The 
Isqpact o f  a lsA S t d a l l y  t i l t s  w i th  a o e o u n ta n tS y  some o f  
them  c a l l e d  l e a d e r s  In  t h e i r  p r o f e s s i o n ,  o f t e n  le a v e s  
l i t t l e  d o u b t t h a t  t h e i r  l o y a l t i e s  t o  m anagem ent a r e  s t r o n g e r  
th a n  t h e i r  s e n s e  o f  r e s p o n s i b i l i t y  t o  th e  I n v e s t o r . " ^  I f  
one  w ere t o  ad d  to  t h i s  s ta te m e n t  th e  p h ra s e  "and  la b o r "  
he  w ould  hav e  a  c o n c lu s io n  a c c e p ta b le  to  many l a b o r  l e a d e r s .
19 (C o n tin u e d )  can  be r e q u i r e d  to  m a in ta in  th e  h ig h  
s t a n d a r d s  o f  p r o f e s s i o n a l  c o n d u c t n e c e s s a r y  t o  p r o t e c t  th e  
p u b l i c  fro m  u n e t h i c a l  a c t i v i t y .  I f  th e y  do s o ,  t h e r e  seem s 
t o  be  n o  j u s t i f i c a t i o n  f o r  o u s t in g  a  g ro u p  s im p ly  b ecau se  
some o f  i t s  f u n c t io n s  o v e r la p  th o s e  i n  e h lc h  la w y e rs  e n g a g e .
. . . The c o n c lu s io n  to  be draw n w ould seem  to  be  t h a t  
any  ban  n o n - la w y e r  p r a c t i c e  b e f o r e  f e d e r a l  a g e n c ie s  w ould  
be u n d e s i r a b l e .
"P ro p o se d  R e s t r i c t i o n  o f  Lay P r e e t i e e  B e fo re  F e d e ra l  
A d m in is t r a t iv e  A g e n c ie s ,"  M otes, C olum bia Law Review ,
V o l. 4 8 , l o .  1 ( J a n u a ry ,  1 9 # ) ,  p p . ’T § § - l2 § .'" '
^  A s ta te m e n t  a t t r i b u t e d  t o  Jam es M. L an d is  d u r in g  
th e  p e r i o d  when he was c h a irm a n  o f  th e  S e c u r i t i e s  and 
E xchange C om m lsslim .
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R e g r e tta b ly , u n t i l  th e  p r e se n t  d ecad e, f e e  a cco u n ta n ts  
cared  whet la b o r  o r  i t s  r e p r e s e n ta t iv e s  thought about 
a n y th in g .
In  r e c e n t  y e a r s  th e  a t t i t u d e  o f  la b o r  has r e c e iv e d  
th e  a t t e n t io n  o f  an in c r e a s in g  nusd)er o f  a cco u n ta n ts ; o f  
ehosi some have p r e se n te d  th e  v i e #  th a t  th e  e s ta b lish m e n t  
o f  I n d u s t r ia l  p ea ce  (perh aps th e  m ost c r i t i c a l  econom ic and 
s o c i a l  problem  o f  p r e s e n t  t im e s )  i s  p a r t i a l l y  an a cco u n tin g  
problem . In  d is c u s s in g  t h i s  idem . Brink s a id :  " I n d u s tr ia l
u n r e s t  I s ,  a t  l e a s t  in  p a r t ,  based  on a  b e l i e f  th a t  la b o r 's  
sh a re  o f  th e  econom ic p rod u ct i s  n o t a s  la r g e  as i t  sh ou ld  
b e .
The th ou gh t has been advanced by Brink and o th e r s  th a t  
i f  a c co u n ta n ts  w ould  r e c a s t  th e  term in o logy  o f  f i n a n c i a l  
s ta te m e n ts  so  a s  to  d e-em p hasize  th e  im portance o f p r o f i t s  
and th e  d i f f e r e n c e s  betw een  wages and d iv id en d s and p r e se n t  
th e  f in a n c ia l  s to r y  In te rm s  o f  a  p a r tn e r sh ip  w h ere in  th e  
p r o f i t s  are  sh a red  by la b o r in g , in v e s t in g ,  and management 
g ro u p s, th e y  co u ld  la y  th e  groundwork th a t would f a c i l i t a t e  
the r e a l i s a t i o n  o f  I n d u s t r ia l  p e a c e . Brink s u g g e s ts  th a t  
co rp o ra te  f i n a n c i a l  m a tter s  sh o u ld  be r e p o r ted  so a s  "to
V ic to r  Z. B r in k , C .P .A ., "A ccounting and I n d u s tr ia l  
P ea ce ,"  The Jou rn a l o f  A ccou ntan cy , V o l. 8 3 , No, 5 (May,
1947 ) ,  p T % g ; -----------------------------------^
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8ho* how th e  t o t a l  r e c e ip t s  o f  th e  b u s in e s s  were expended  
under su ch  c a p t io n s  a s (a )  c o s t  o f  goods and s e r v ic e s  bought 
from o th ers*  (b )  c o s t  o f  human en ergy  (w ages and s a la r ie s ) *
(c )  c o s t  o f  t o o l s  e e a r ln g  out (d e p r e c ia t io n *  o b so le sc e n c e *  
e tc * )*  (d ) c o s t  o f  payaw nts ord ered  by government ( ta x e s )*  
and (e )  c o s t  o f  u s in g  th e  t o o l s  ( p r o f i t ) . " ^
O bviously*  th e  s u c o e s s  o f  su ch  in n o v a t io n s , w hether  
th o se  n o te d  above o r  o th ers*  h in g e s  upon w hether or n ot  
la b o r  would a c c e p t  th e  acco u n ta n t* a  r e p r e s e n ta t io n s  as b e in g  
a u th e n t ic  and r e l i a b l e .  In  th e  w r ite r * s  o p in io n  th e re  i s  
l i t t l e  rea so n  t o  assume any wide a c ce p ta n c e  in  la b o r  c i r c l e s  
o f  th e  id e a  th a t  th e  p u b lic  a cco u n ta n t i s  ind ep en dent o f  
m anagem ent. T h erefore*  I t  i s  once a g a in  e v id e n t  t h #  th e  
accou n tan ts*  in d ep en dence i s  th e  s p i t  upon w hlch th e  whole 
m a tter  o f  t h e i r  r e l i a b i l i t y  tu r n s ,
As one m ight a n t ic ip a t e  th e  q u e s t io n  o f  independence  
a r i s e s  in  m ost e v er y  a r t i c l e  d e a lin g  w ith  accou n tan ts  and 
la b o r , A t y p i c a l  s ta te m en t f o l lo w s ;  " I f  la b o r  and the  
p u b lic  n eed  tod ay  t o  be co n v in ced  o f  th e  r e l i a b i l i t y  o f  
co rp o ra te  r e p o r tin g *  i t  i s  b ecau se  th e  p u b lic  accou n tan t  
has th u s fa r  f a i l e d  t o  e s t a b l i s h  h i s  in d ep en dence in  t h e i r
I b i d . .  p . 3 8 9 .
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eyea*" I t  i s  a t  tb ia  p o in t  and w ith  l i t t l e  or no d la -
Guaalon th a t  th e  a c o o u n ta n t'-a r lte r a  dlam iaa th e  p o sa i b i l l  t y
th a t  th e y  m ight n o t  be in d ep en d en t and hurry on to  s t a t e
th a t  th e  a c c o u n ta n ts  have been poor a t  p u b l ic  r e l a t i o n s .
Yet theme mama w r i t e r s ,  on o th e r  o c c a a s io n s ,  w i l l  p r e se n t
a r t i c l e s  d i s c lo s in g  p r a c t i c e s  In f in a n c ia l  r e p o r t in g  th a t
are  p l a i n l y  m lslead in g»^ ^  %here f i n a n c i a l  r e p o r ts  o f  t h i s
ty p e  are  I s s u e d  th e r e  i s  an in fe r e n c e  th a t  a cco u n ta n ts  have
m erely  gone a lo n g  w ith  oo rp o ra te  management w hich i s  p r e c i s e ly
what th e  c r i t i c s  o f  th e  a c co u n tin g  p r o fe s s io n  m a in ta in  i s
commonplace*
To d ig r e s s  a mos&ent from  th e  Amezdcan sc e n e  but
not from  th e  g e n e r a l t o p i c ,  l e t  u s c o n s id e r  a comment upon
th e  r o le  o f  th e  a c c o u n ta n t  i n  B r i t i s h  in d u stry*
In  some in d u s t r ie s  wages va ry  accord in g  t o  
s l i d i n g  s c a l e s  a g r e e d  betw een th e  tr a d e -u n io n s  
and th e  a s s o c ia t io n s  o f  em p lo y ers , s l id in g  
s c a l e s  w hich depend e i t h e r  on th e  p r ic e  o f  th e  
p rodu ct or  upon th e  p r o f i t s  o f  th e  b u s in e s s .
23 M aurice M. S ta n s , C . f .A . ,  "An A ccountant Shows 
th e  Road to  I n d u s t r ia l  P ea ce ,"  The Jou rn al o f  A ccountancy, 
V o l. 8 4 ,  Mo. 1 ( J u ly ,  1 9 4 7 ) , p . ^ .
S e e , M aurice B. S ta n s , C .P .A ., "Weakness in  
f i n a n c i a l  R ep o rtin g  Caused by Im proper Bee o f  Rese%*ves,"
The J o u r n a l  o f  A ccountancy,  V o l. 8 5 ,  JSo. 5 , (March, 1 9 3 8 ) , 
p p . l§0-'§iS"; o r , "'Ckiarles ""ëZ’ H ockey, O .P .A . ,  "Current P r a c t ic e  
in  I h s c lo s u r e  o f  In fo i% a tlo n  in  F in a n c ia l  S ta te m en ts ,"
The Jou rn a l o f  A c c o u n ta n c y , V o l. 8 4 , So. 3 (Septem ber, 1 9 4 7 ) , 
p p . lÉÙj&-06 .
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an d  In  t h e s e  e a s e s  th e  f i g u r e s  su p p lie d  by o r  a g re e d  
betw een  p r o f e s s i o n a l  a c c o u i j ta n ts  r e p r e s e n t in g  e a -  
p lo y e r s  On one s id e  add eBq»loyees on th e  o t h e r /  are
a c c e p te d  w ith o u t  q u e s t io n  a s  t h e  b a s is  o f  c a l c u l a t i n g  
th e  w ages. In  t h i s  way th e  a c c o u n ta n t  p l a y s  h i s  p a r t  
in  th e  p r e s e r v a t i o n  o f  ̂ harm onious r e la t io n s  b e tw een  
eagplo y e r  and em p lo y ee# ^ °
I t  i s  t o  be hoped th a t  som eday th e  same rem arks can  
be s a id  o f  th e  C e r t i f i e d  P u b lie  A eoountant o f  T t^ r r o w .
The C e r t i f i e d  P u b l lc  A oeoun tânts and B u s in e s s ,  Op 
to  th é  p r e se n t  t ls w  th e  o e r t i f l e d  p u b lic  aceo u n ta n t has  
oiMd h i s  p o s i t i o n  la r g e ly  to  h i s  a s s o c ia t io n  w ith  American
b u s in e s s  an d  i n  p a r t i c u l a r ,  c o r p o r a te  b u s i n e s s .  I t  i s  
h ot in c o n c e iv a b le  th a t  th e  c e r t i f i e d  p u b l ic  a c c o u n ta n t  may 
in  th e  im m ediate f u t u r e  be  a b le  t o  h e lp  corp ora te  b u s in e s s
m a in ta in  i t s  p r e se n t  s t a t u s  o f  p r i v a t e  o w n e rsh ip . I n c r e a s in g ly  
p e o p le  are  r e c o g n iz in g  th e  p u b l i c  n a tu r e  o f  th e  b ig  i n d u s t r i a l  
c o r p o r a t io n s , o p e r a te d  by s e l f« p e r p e t u a t in g  o l ig a r o h ie s  o f  
n o n -o w n er m anagers who a r e  f a r  beyond  th e  c o n t r o l  o f  t h e i r  
d i f f u s e d  and n u m b e r le s s  s t o c k h o l d e r : .  P r e ssu r e s  hare been  
b u i ld in g  up  on a l l  s i d e s  i n  r e c e n t  y e a r s  f o r  more a n d  m ore 
g o v e rn m e n ta l c © n tro ls  o v e r ' t h e s e ' au to n o m o u s■ m s a s -p ro d u o -  
t i o h  u n i t s .  I f  th e s e  p r e s s u r e s  a f e  r e s i s t e d  s u c c e s s f u l ly ,  
someone must p a ss  judgsm nt on w h eth er  proA ts are r e a so n a b le , 
w h e th e r  m anagem ent c o m p e n sa tio n  I s  r e a s o n a b le ,  and w hether
H a lse y , o p . c i t . ,  p .  ISO.
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o th e r  m & ttere, tho iigh t t o  be o f  p h b llo  con cern , h&ve been  
f a i r l y  h a n d le d . To be a n c c e s s f n l ,  th e  "judge* must comoAand 
th e  r e s p e c t  o f  a l l  s o c i a l  g ro u p s*  F o r  t h i s  r o l e  o f  im­
p a r t i a l  a r b i t r a t o r ,  th e  c e r t i f i e d  p u b l i c  a c c o u n ta n t  i s  a 
l o g i c a l  p erson  p ro v id ed  b u s in e s s  w i l l  f r e e  him from h is  
p r e s e n t  dependent p o s i t i o n .  P u b lic  o p in io n  s t u d ie s  tend  t o  
shcMs th a t  a t  th e  p r e se n t  tim e  n o n -b u s in e ss  groups eo u ld  n o t  
a c c e p t  th e  word o f  a c e r t i f i e d  p u b lic  accou n tan t a s  to  
w h eth er , f o r  I n s ta n c e ,  p r o f i t s  were rea so n a b le  o r  n o t any 
more than  th e y  w ould ta k e  th e  word o f  oorp ora te  management.
One w r ite r  has s t a t e d  th e  problem  t h i s  way:
The p e o p le  as a w hole are a p p a ren tly  not 
t h o r o u ^ ly  con v in ced  t h a t  b ig  b u s in e s s  I s  not 
I n c l in e d  t o  e x p l o i t  them — as consum ers, a s  
w ork ers, a s  in v e s to r s *
I t  w i l l  be hard to  co n v in ce  them u n le s s  th ey  
b e l ie v e  th e  f a c t s  and f i g u r e s  th a t  b u s in e s s  can
og
I n d ic a te  o f  th e  American I n s t i t u t e  o f  A ccount­
ants^ co n o em  o v er  t h i s  f a c t  i s  th e  I n s t i t u t e ' s  own e f f o r t s  
on th e  m a tter  o f  p u b lic  o p in io n .  In  i t s  p am p h le t e n t i t l e d  
" P u b lic  O p in io n  and th e  A ccou n tin g  P r o fe ss io n "  i t  s t a t e s ,
"In a r e c e n t  p o l l ,  o n ly  se v en  p e r c e n t  o f  th o se  q u e r ie d  v o l ­
u n t a r i ly  m en tioned  th e  Independent a u d i t o r ’ s  r ep o r t a s a  
f a c t o r  ad d ing  c r e d l t i b i l i t y  to  f i n a n c i a l  s ta te m e n ts ,"
The O o n tr o lle r sh lp  F o u n d a tio n  l o  1947 made an e x ­
h a u s t iv e  su rvey  o f  p u b lic  o p in io n  and found a  "wide m i s t r u s t  
o f  f i n a n c i a l  s t z t e m e n t s ,  erro n eo u s Id ea s  o f  p r o f i t s ,  and 
c o n fu s io n s  ov er  th e  lan gu age In  w h ich  b u s in e s s  r e p o r ts  
f a c t s  to  th e  p u b l ic ."
S t a f f  o f  th e  Jou rn a l o f  A ccountancy, "What th e  P u b l ic  
Thinks about F i n a n c i a l  S ta te m e n ts ,"  The Jou rn al o f  A ccount- 
an cy . V o l. 8 3 ,  » o .  6 (Ju n e , 1 9 4 7 ) ,  p p . 4 8 T -4 ë6 .
106
p r e s e n t ■I n  i t s  own d e fe n s e  . • , , The a c c o u n tin g  
p r o f e s s i o n 's  g r e a t e s t  s o c i a l  r e s p o n s i b i l i t y  i s  t o  
m a in ta in  and s tr e n g th e n  p u b lic  o o n fid en ce  in  f i n -  
a n d  ml r e p o r t in g .* "
C u rren tly  th e  p ic t u r e  i s  a n y th in g  b u t r e a ssu r in g  f o r  
th e  chances o f  a c co u n ta n ts  t o  p la y  th e  broader r o l e  o f  
p u b l ic  c o n f id a n t .  During th e  r e c e n t  i n f l a t i o n  p e r io d  
a c c o u n ta n ts  have b e e n  u n d e r  se v e r e  p r e ssu r e  from  b u s in e ss  
and p a r t i c u la r ly  th e  la r g e  c o r p o r a t io n s  upon whom a la r g e  
p a r t  o f  th e  a c c o u n tin g  p r o fe s s io n  i s  dependent f i n a n c i a l l y .  
One has b u t to  p eru se  th e  v a r io u s  a c co u n tin g  p u b lic a t io n s  
t o  d e t e c t  th e s e  p r e s su r e s  and t o  s e e  the accou n tan ts  
d e b a tin g  w ith  th e m se lv e s  a s to  bo# many s ta n d a r d s  th ey  can 
change and s t i l l  m a in ta in  a  sem blance o f  s e l f  r e sp e c t
No, 2
E d i t o r i a l »  The Jou rn a l o f  A ccountancy, V o l. 8 7 ,
(F eb ru ary , 1949Î7"pT ~ 5T I
^  C o s t a s  a  b a s i s  f o r  d e p r e c ia t io n  p o l i c i e s  I s  ope o f
th e  a c c o u n tin g  sta n d a rd s u n d e r  h e a v ie s t  f i r e  by b u s in e s s  
g r o u p s .  A ccou n tin g  j o u r n a l s  f a i r l y  b u lg e d  w i th  a r t i c l e s  on 
t h i s  s u b j e c t  d u rin g  1947 and 1 9 4 $ , Shan t h e  c o n tro v ersy  over  
th e  b a s is  f o r  d e p r e c i a t i o n  b egan , th e  G osusittee on A ccou nting  
p r o c e d u re s  o f  th e  Amaribap I n s t i t u t e  o f  A ccountants s t a t e d  
th a t  c o s t  was th e  p r e f e r a b l e  b a s i s ,  L a te r , K oh ler , in  
com m enting upon th e  c o m m ltte a 's  s t a n d ,  s a id :  * lo w « v e r, i t  i s
n o t l i k e l y  th a t  th e  ew w aittâe  W ill  h o ld  o u t  much lo n g e r  a g a in s t  
th e  p r e ssu r e  now b e in g  a p p lie d  by b u s in e s s  g ro u p s i n  an e f f o r t  
t o  i n f i a t e  th e  d e p r e c i a t i o n  b a se  and th u s  su p p o r t, p a r t i a l l y  
a t  l e a s t ,  c u r r e n t p r i c e s  and p r o f i t s .* *
F o llo w in g  a r e  i n f e r e n c e s  on th e  above m a tte r»  In c lu d in g  
K oh ler*s a r t i c l e :  E r ic  L . K o h le r ,  W illia m  1 ,  B e ll," .Ja m es  h .
D ohr, Howard C, Orâwr, W illia m  A. B a to n , M aurice E . f a lo u b e t ,  
“ D e p r e c ia t io n  an d  th e  P r i c e  L e v e l,"  (A Symposium), th e  
A c c o u n tin g  R eview . V o l. 2 6 , i o .  2 ,  (A p r i l ,  1 9 4 8 ), pp. 1 1 5 -1 3 6 ; 
ëarm an G* BÏoïïgS','' "R ep lacem en t and E x cess  C o n s tru c t io n  c o s t s , "  
The J ou rn a l o f  A ccou n tan cy , V o l. 8 4 .  S o . 4 (O ctob er . 1 9 4 7 ),
p p : --------------- --------
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Today th e  em an cip ation  o f  th e  c e r t i f i e d  p u b lic  accou u tan te  
appears d i s t a n t .  Y e t, th e  ones who cou ld  g a in  th e  most 
from t h e ir  freedom  are th e  v ery  co rp o ra tio n  managers who 
today a re  t r y in g  to  bend th e  a c co u n ta n ts  t o  t h e i r  own p re ­
c o n c e p tio n s  about a c co u n tin g  p r i n c ip l e s .
The C e r t i f i e d  P u b lic  A ccou n tan ts and Government. Very 
few  American a c co u n ta n ts  have a v ery  c le a r  p ic tu r e  o f  t h e i r  
p o s i t io n  w ith  r e s p e c t  to  th e  F ed er a l Government, e i t h e r  in  
term s o f  r o s p o n s l b i l l t i e s  to  t h e i r  government or in  term s 
o f  ackno& ledglng how th e y  have b e n e f it e d  from and how de­
pendent t h e i r  p o s i t io n  I s  upon F e d er a l en a ctm en ts . The 
r e a l  growth in  th e  a c co u n tin g  p io f c s s io n  in  th e  U itlted  
S t a te s  i s  due m a in ly  to  two th in g s ;  f i r s t ,  inm ense expansion  
o f  Am erican in d u s tr y  r e q u ir in g  i n t r i c a t e  a cco u n tin g  p ro -  
d e e u r e s , and, seco n d , th e  F ed er a l Income ta x .
American a c co u n ta n ts  have r e c o g n iz e d  and acknow­
led g ed  th e  c o n tr ib u t io n  o f  American In d u stry  to  t h e i r  p ro ­
f e s s i o n  but what has been  t h e i r  r e a c t io n  to  th e  second  
f a c t o r .  Over th e  y e a r s  le a d in g  Am erican a cco u n ta n ts have  
r e p e a te d ly  and b i t t e r l y  la sh e d  a t  F ed era l t a x e s —^many tim es  
on t e c h n ic a l  grou n d s, su ch  as c r i t i c i s i n g  th e  c o m p le x it ie s  
and in c o n s i s t e n c ie s ;  but more o f t e n  on grounds o f  p o l ic y  
and s o c i a l  a im s, su ch  a s ch a rg in g  th a t  th e  r a te s  are
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G o n fia c a to r y , o r  v en tu re  c a p i t a l  1» b e in g  d r ie d  up,^® 
one would deny t o  th e  a cco u n ta n t h ie  r ig h t  to  q u eation  
t e c h n ic a l  m a tte r s  but when he aaaumee the r e a p o n s ib i l l t y  
o f  p u b l i c ly  a tte m p tin g  t o  in f lu e n c e  s o c i a l  and econom ic  
p o l l  c i  e# he runs th e  danger o f  I d e n t i f y in g  h im se lf  w ith  
some s p e c ia l  i a t e r e a t e — perbape th e  n a t io n a l  A sa o c ia t io n  
o f  M anufacturera or th e  D n ited  S ta te #  CMmber o f  Commerce.
I d e a l ly  th e  p r o fe a a io n a l  man i s  e s s e n t i a l l y  c o o l ,  
a n a ly t io a lj ,  and u n b ia s e d ^ th e  a r b i t r a t o r ,  th e  tr u th - s e e k e r .  
T herefore^  in  l i n i n g  up w ith  s p e c ia l  I n t e r e s t  grou p s, th e  
a cco u n ta n t in  h i s  p r o f e s s io n a l  c a p a c ity  i s  endan gering  what 
l i t t l e  in d ep en d en t s t a t u s  he now en jo y s*  F o r in s ta n c e ,  
th e  la c k  o f  l a b o r 's  c o n f id e n c e  In  p u b lic  a cco u n ta n ts  i s  
due In  la r g e  m easure t o  th e  f a c t  th a t  a c co u n ta n ts  In  
p a s t  y e a r s  have c lo s e l y  a l l i e d  th e m se lv e s  w ith  i n t e r e s t s  
c o n s id e r e d  I n im ic a l  to  l a b o r .
PQ
For ezax%)le, on th e  m a tter  o f  ven tu re  c a p i t a l ,  %, 
F aton , a c c o u n ta n t, a t  th e  C o n g re ss io n a l h e a r in g s  on co rp o ra te  
p r o f i t s ,  s t a t e d ,  **Tbe f a c t  o f  th e  m a tter  i s  th a t  th e  fo r ­
g o t t e n  man o f  th e  p r e se n t  e ra  i s  th e  ccMsmon s to c k h o ld e r , th e  
chap who p r o v id e s  r i s k  c a p ita l.* *  F a to n 's  s o lu t io n  to  th e  
caimmon s to c k h o ld e r 's  problem  would be t o  e lim iin a te  ta x e s  on 
c o r p o r a tio n s  whom he f e l t  had " occu p ied  a w h lp p in g -p ost  
p o s it ic m  in  t h i s  cou n try  f o r  some t im e ."
"C orporate P r o f i t s ,"  H earings b e fo r e  th e  J o i n t  
Commit t e e  on th e  Econom ic R ep ort.  ""Congress o f  th e  Ê iiited  
§ t  la te a  ' "ëoTE d o n g re ss , Second "Has s i  on . December, 1948. 
p p . 6 3 -7 7 .
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m ccoim taat* are  aware o f  how In d eb ted  th e  
a c c o u n tin g  p r o fe a a io n  l a  to  F e d e r a l enactm an ta . C ooaider  
th e  Im p o rt o f  th e  f o l lo w in g  comment: "Undoubtedly the
e x c e a a -p r o f lta ^ ta x  l e g i a l a t l o n  o f  1917 waa th e  g r ea t a in g le  
fo r c e  i n  th e  e le v a t io n  o f  th e  p u b l ic  accou n tan t from  th e  
s t a t u s  o f  m aater bookkeeper t o  member o f  an honored p ro -  
f e a a lo n ." ^ ^  The new and h ig h ly  com plex p r o v i s io n s  o f  th e  
war revenu e b i l l  Of th a t  bygone day had t h i s  e f f e c t - p r i o r  
t o  I t a  e x ia te n c e  o n ly  f i v e  t o  te n  p e r  c e n t  o f  American 
b u s in e s s  o r g a n i s a t i o n s  u s e d  th e  s e r v i c e s  o f  p u b lic  a c c o u n t­
a n t s  |  w ith in  th e  n e x t few  y e a r s  a f t e r  th e  a c t  i t  h a s  been  
e s t im a te d  th a t  t h e s e  p e r c e n ta g e s  w ere a lm ost r e v e r se d .
Any fu r th e r  a tr e n g th e n lh g  o f  th e  p o s i t i o n  o f  th e  
a c c o u n tin g  p r o f e s s i o n ,  in  term s o f  f r e e in g  i t  from  b u s in e s s  
in f lu e n c e s  and atteag>ta t o  red u ce th e  f i n a n c i a l  s ta te m e n ts  
t o  a r b itr a r y  c r e a tu r e s  o f  m anagem ent, i s  a lm ost su re  to  
come fro m  F e d e r a l en actm en ts a lo n e .  A ccou ntan ts sh ou ld  be 
c h a ry  o f  c a r r y in g  t h e i r  p u b lic  coaaaen ts beyond t e c h n i c a l  
q u e s t io n s — i f  o n ly  f o r  th e  im p re s s io n  c r e a te d  in  the minds 
o f  la b o r  g ro u p s  and th e  p u b lic  a t  la r g e .
^  Norman L. McLaren, "The I n f lu e n c e  o f  F ed era l 
T a x a tio n  upcox A ccou n tan cy ,"  TW  J o u r n a l  o f  A ocountancy, 
V o l. 6 4 , Mo. 6 ( December, 19W T, p .  434*
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Summary an d  C o n c lu s io n s . C o n s id e r in g  f i r s t  th e  
m oeounting p M fe a s lo n  in  G reat B r ita in  i t  would appear  
t h a t  i t s  r o le  i n  th e  sem i**soci a l l s  t i c  economy w i l l  n o t  be 
l e s s  Im p o r ta n t  than i t s  p a s t  c o n t r i b u t i o n s  to  B r i t i s h  
p r iv a te  e n t e r p r i s e .  The a s su m p tio n  th a t  s o c ia l i s m  means 
th e  end  o f  p r o f e s s i o n a l  a c c o u n ta n c y  seem s t o  have no s o l i d  
b a s i s  in  f a c t .  I t  may w e l l  be th a t  th e  la b o r  P arty  in  I t s  
e f f o r t s  to  s o lv e  th e  problem s o f  th e  B r i t i s h  economy w i l l  
p rea en t th e  a c c o u n tin g  p r o f e s s io n  w ith  problem s f a r  more 
I n t r lo a t e  and c h a lle n g in g  th an  i t  has e v er  b e fo r e  en co u n tered . 
I t  i s  s i g n i f i c a n t  th a t  a t  t h i s  w r it in g  B r i t i s h  p r o fe s s io n a l  
accou n tan cy  b o d ie s  a r e  s e r io u s ly  c o n s id e r in g  th e  problem  
o f  t r a in in g  p u b lic  a c c o u n ta n ts . Such an a t t i t u d e  augurs 
w e ll  f o r  th e  fu tu r e  o f  B r i t i s h  accou ntancy  f o r  I t  would 
seem  th a t  th e  p r o fe s s io n  has no in t e n t io n  o f  y i e ld in g  i t s  
h ig h  p o s i t io n  m erely  because o f  a change in  s o c i a l  and 
econom ic en v iron m en t.
What o f  th e  C e r t i f i e d  P u b l ic  A c co u n ta n t o f  tomorrow 
i n  th e  U n ite d  S t a te s ?  B r i e f l y ,  th e  p ic tu r e  o f  th e  fu tu r e  
c o n ta in s  th e  fo l lo w in g  e le m e n ts .  On th e one hand we have 
an in d u s t r ia l  s o c i e t y  dom inated by corp ora te  e n t e r p r is e .
Many o f  th e s e  c o r p o r a t io n s  are so  p ow erfu l th e y  are v l r -  
t u a l l y  "out o f  bounds" a s f a r  a s e f f e c t i v e  s t a t e  c o n tr o l  
i s  concerned  and th e y  are  a l s o  u s u a l ly  a b le  t o  circum vent
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th e  e ttem p te  mt c o n tr o l  by th e  F ed er a l governm ent. On 
th e  o th e r  hand me have th e  a c c o im tln g  p r o fe a e lo n  mhlch la  
a ttem p tin g  t o  enhance i t s  p r e a t lg e  by broadening I ta  
fu n o tlo n a  In  s o c ie t y  ao th a t  I t  ca n , f o r  ezam p le , p ro ­
v id e  Im p a r t ia l e x p e r t#  t o  s e t t l e  I n d u s tr ia l  d is p u te s .  
Throughout i t s  l i f e  th e  a c c o u n t in g  p r o fe s s io n  h a s  been  
f i n a n c i a l l y  dependent upon th e  c o r p o r a tio n s  but n e v e r tb e -  
le a #  I t  con ten d s th a t  I t  i s  t r u ly  Independent o f  th e  c o r ­
p o r a te  grou p . For th e  m ost p a r t  th e  p r o fe s s io n  has bad to  
depwid upon i t s  e t h i c s  t o  m a in ta in  I t s  Independence s in c e  
now here In  F ed era l law  can  th e  accou n tan t f in d  r e f u g e  and 
a id  In  any d is p u te  he may have w ith  a c l i e n t  c o r p o r a tio n .  
Ih e n  he  l e a v e s  a  job b ecau se  o f  e t h i c a l  c o n s id e r a t io n s  
he h a s  no au d ien ce  t o  t e l l  h is  s id e  o f  th e  d isp u te  and on 
th e  o th e r  hand, th e  co rp o ra te  management may c i r c u l a t e  th e  
s to r y  th a t  th e  acco u n ta n t was f i r e d  f o r  "Incom petence."
Few a c c o u n ta n ts  have com plained  o f  t h i s  lo p s id e d  s i t u a t io n  
b u t . In  th e  w M te r 's  o p in io n , i t  seems th a t  th e  s c a le s  o f  
econom ic power are  u n b alan ced  and In  n eed  o f  r e d r e s s in g  
In  fa v o r  o f  th e  a c c o u n tin g  p r o f e s s io n .
The e q u a l i z e r  In  t h is  p i c t u r e ,  i f  th e r e  i s  to  be 
o n e , can o n ly  be F e d er a l en actm en ts w hich w i l l  in c lu d e  
much o f  th e  p r o t e c t lo n a l  d e v ic e s  f o r  a u d ito r s  p rov id ed  In  
B r i t i s h  law s p lu s  th e  t r a n s f e r  o f  th e  r ig h t  to  c h a r te r  a l l
I l l
o o rp o ra tlo n a  to  th e  F e d e r a l governm ent and w ith  th e  anb- 
aeqnent annulm ent o f  a l l  oh& rtera p r e v lo u a ly  g ra n ted  by 
th e  a t a t e a .  Only through  enactm enta  by th e  F ed er a l govern­
ment *111 th e  acoou n tan ta  a c h ie v e  th a t  Independence e h lc h  
sh ou ld  be c h a r a c t e r la t lc  o f  th e  p r o f e a a lw a .  In  such an 
ev en t th e  way mould be c le a r  f o r  th e  C e r t i f ie d  P u b l ic  
A ccountant o f  Tomorrow to  make a c c o u n tin g  a s o c i a l  fo r c e  
and p erh a p s , a  p o w erfu l weapon In  d la p e l l ln g  a o c la l  and 
econom ic u n r e s t  w ith in  th e  U n ite d  S t a t e a .
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ATPEKDIX B
The f o l lo w in g  m a t e r i a l  i s  th e  co m p le te  t e x t  o f  th e  
r u l e s  o f  p r o f e s s i o n a l  co n d u ct o f  th e  A m erican  I n s t i t u t e  o f  
A c c o u n ta n ts  a s  r e v i s e d  Decem ber 4 ,  1 9 4 8 î^
{1) A f i r m  o r  p a r t n e r s h i p ,  a l l  th e  i n d iv i d u a l  
members o f  w hich  a r e  members o f  th e  I n s t i t u t e ,  may 
d e s c r ib e  i t s e l f  a s  "Members o f  th e  A im ric an  I n s t i t u t e  
o f  A c c o u n ta n ts ,"  b u t  a  f i rm  o r  p a r t n e r s h i p ,  n o t  a l l  th e  
i n d i v i d u a l  members o f  w h ich  a r e  members o f  th e  I n s t i t u t e ,  
o r  an  i n d i v i d u a l  p r a c t i c i n g  u n d e r  a  s t y l e  d e n o tin g  a 
p a r t n e r s h i p  when i n  f a c t  t h e r e  be  no p a r t n e r  o r  p a r t n e r s ,  
o r  a  c o r p o r a t io n ,  o r  an  i n d i v i d u a l  o r  I n d i v id u a l s  p r a c t i c ­
in g  u n d e r  a  s t y l e  d e n o tin g  a  c o r p o r a te  o r g a n iz a t io n  s h a l l  
n o t  u se  th e  d e s ig n a t io n  "Members o f  th e  A m erican I n s t i t u t e  
o f  A c c o u n ta n ts ,"
(2 )  A member s h a l l  n o t  a l lo w  any p e rs o n  to  p r a c t ic e
i n  h i s  name who i s  n o t  i n  p a r t n e r s h i p  w ith  him  o r  i n  h i s
em p lo y .
(3) C om m issions, b ro k e ra g e  o r  o t h e r  p a r t i c i p a t i o n  
i n  th e  f e e s  o r  p r o f i t s  o f  p r o f e s s i o n a l  work s h a l l  n o t
be  a llo w e d  d i r e c t l y  o r  I n d i r e c t l y  t o  th e  l a i t y  by a
member.
C om m issions, b ro k e ra g e  o r  o t h e r  p a r t i c i p a t i o n  in  th e  
f e e s ,  c h a rg e s  o r  p r o f i t s  o f  w ork recommended o r  tu rn e d  
o v e r  to  th e  l a i t y  a s  i n c i d e n t  t o  s e r v i c e s  f o r  c l i e n t s  
s h a l l  n o t  b e  a c c e p te d  d i r e c t l y  o r  i n d i r e c t l y  by a  member.
(4 ) A member s h a l l  n o t  engage  in  any  b u s in e s s  o r  
o c c u p a tio n  c o n j o i n t l y  w ith  t h a t  o f  a p u b l ic  a c c o u n ta n t ,  
w h ich  i s  in c o m p a t ib le  o r  i n c o n s i s t e n t  th e r e w i th .
(5 ) I n  e x p r e s s in g  an  o p in io n  on r e p r e s e n ta t i o n s  in  
f i n a n c i a l  s t a te m e n t s  w h ich  be h a s  ex am in ed , a  member 
s h a l l  be  Im ld  g u i l t y  o f  «m a c t  d i s c r e d i t a b l e  to  th e  
p r o f e s s i o n  I f :
From a  b o o k le t  e n t i t l e d  "B y-L aw s, R u les  o f  P r o f e s s io n a l  
C o n d u c t, 1 9 4 9 -1 9 5 0 ,"  w h ich  i s  a v a i l a b l e  t o  a l l  m enbers o f  th e  
A m erican  I n s t i t u t e  o f  A c c o u n ta n ts .
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(a )  He f a i l s  to  d i s c l o s e  a  m a t e r i a l  f a c t  known to  
him  w h ich  l a  n o t  d i s c lo s e d  in  th e  f i n a n c i a l  
s ta te m e n ts  b u t  d i s c l o s u r e  o f  w hich  I s  n e c e s s a r y  
to  laake th e  f i n a n c i a l  s ta te m e n ts  n o t  m is le a d in g ;  
o r
(b ) He f a l l s  t o  r e p o r t  any m a t e r i a l  m is s ta te m e n t  
known t o  him  t o  a p p e a r  I n  th e  f i n a n c i a l  s t a t e ­
m ent j o r
(c )  He i s  g r o s s ly  n e g l i g e n t  i n  th e  c o n d u c t o f  h i s  
e x a m in a t io n  o r  I n  m aking  h i s  r e p o r t  th e r e o n ;  o r
(d ) Ho f a l l s  to  a c q u i r e  s u f f i c i e n t  in fo rm a tio n  to  
w a r ra n t  e x p r e s s io n  o f  an o p in io n  o r  h i s  ex cep ­
t i o n s  a r e  s u f f i c i e n t l y  m a t e r i a l  t o  n e g a t iv e  th e  
e x p r e s s io n  o f  an  o p in io n ;  o r
(e )  He f a l l s  t o  d i r e c t  a t t e n t i o n  to  any m a t e r i a l  
d e p a r tu r e  fro m  g e n e r a l l y  a c c e p te d  a c c o u n tin g  
p r i n c i p l e s  o r  t o  d i s c l o s e  any  m a t e r i a l  o m iss io n
o f  g e n e r a l l y  a c c e p te d  a u d i t i n g  p ro c e d u re  a p p l i c a b l e  
i n  th e  c irc u m s ta n c e s *
(6) k  member s h a l l  n o t  s ig n  a  r e p o r t  p u r p o r t in g  to  
e x p r e s s  h i s  o p in io n  a s  th e  r e s u l t  o f  e x a m in a tio n  o f  
f i n a n c i a l  s t a te m e n ts  u n l e s s  th e y  have  b een  exam ined by 
h im , a  member o r  an e o ^ lo y e e  o f  h i s  f i r m ,  a  member o f  
th e  I n s t i t u t e ,  a  member o f  a  s i m i l a r  a s s o c i a t i o n  in  a 
f o r e i g n  c o u n t r y ,  o r  a  c e r t i f i e d  p u b l i c  a c c o u n ta n t  o f
a  s t a t e  o r  t e r r i t o r y  o f  th e  B h i te d  S t a t e s  o r  th e  D i s t r i c t  
o f  C olum bia .
(7 ) k  member s h a l l  n o t  d i r e c t l y  o r  i n d i r e c t l y  s o l i c i t  
c l i e n t s  by  c i r c u l a r s  o r  a d v e r t i s e m e n t s ,  n o t  by p e r s o n a l  
G om m unication o r  i n t e r v l f w  n o t  « e r r a n t e d by  e x i s t i n g  
p e r s o n a l  r e l a t i o n s ,  so d  he s h a l l  n o t  e n c ro a c h  upon th e  
p r a c t i c e  o f  a n o th e r  p u b l i c  a c c o u n ta n t ,  à  member may f u r ­
n i s h  s e r v i c e  t o  th o s e  who r e q u e s t  i t .
(8) D i r e c t  o r  i n d i r e c t  o f f e r  o f  em ploym ent s h a l l  
n o t  be  made by a  member t o  an  em ployee o f  a n o th e r  
p u b l ic  a c c o u n ta n t  w ith o u t  f i r s t  in fo rm in g  su c h  a c c o u n ta n t .  
T h is  r u l e  s h a l l  n o t  be  c o n s t r u e d  so  a s  to  i n h i b i t  n e g o t ia ­
t i o n s  w ith  anyone w&o o f  h i s  own I n i t i a t i v e  o r  i n  re s p o n s e  
t o  p u b l ic  a d v e r t is e m e n t  s h a l l  a p p ly  to  a  member f o r  em­
p lo y m e n t.
(9 ) P r o f e s s io n a l  s e r v i c e  s h a l l  n o t  be re n d e re d  o r  
o f f e r e d  f o r  a f e e  w h ich  s h a l l  be c o n t in g e n t  upon th e
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f i n d in g s  o r  r e s u l t s  o f  su c h  s e r v i c e .  T h is  r u le  does 
n o t  a p p ly  t o  c a s e s  in v o lv in g  f e d e r a l ,  s t a t e  o r  o th e r  
t a x e s ,  i n  w h ich  th e  f i n d in g s  a r e  th o s e  o f  th e  ta x
a u t h o r i t i e s  and  n o t  th o s e  o f  th e  a c c o u n ta n t .  F ees to
be f i x e d  by c o u r t s  o r  o t h e r  p u b l ic  a u t h o r i t i e s ,  w hich 
a r e  t h e r e f o r e  o f  an  in d e te r m in a te  amoun.t a t  th e  tim e  
when an  engagem ent i s  u n d e r ta k e n ,  a r e  n o t  re g a rd e d  
a s  c o n t in g e n t  f e e s  w i th in  th e  m eaning  o f  t h i s  r u l e .
(10) Â member s h a l l  n o t  a d v e r t i s e  h i s  p r o f e s s i o n a l  
a t t a in m e n t s  o r  s e r v i c e s :
(a ) The p u b l i c a t i o n  o f  w hat i s  t e c h n i c a l l y  known a s  
a c a rd  i s  r e s t r i c t e d  t o  an announcem ent o f  th e  
nam e, t i t l e  (member o f  A m erican I n s t i t u t e  o f  
A c c o u n ta n ts ,  CPA, o r  o t h e r  p r o f e s s io n a l  a f f i l i a ­
t i o n  o r  d e s i g n a t i o n ) ,  c l a s s  o f  s e r v i c e ,  and 
a d d r e s s  o f  th e  p e r so n  o r  f i r m , i s s u e d  in  co n n ec­
t i o n  w i th  th e  announcem ent o f  change o f  a d d r e ss  
o r  p e r s o n n e l  o f  f l m ,  and  s h a l l  n o t  e x c e e d  two
colum ns i n  w id th  and  t h r e e  in c h e s  i n  d ep th  i f
a p p e a r in g  i n  a  n ew sp a p e r , and n o t e x ceed  o n e - 
q u a r t e r  o f  a p ag e  i f  a p p e a r in g  in  a m agazine o r  
s i m i l a r  p u b l i c a t i o n .
(b ) A p a id  l i s t i n g  i n  a d ir e c t o r y  i s  r e s t r i c t e d  to
th e  nam e, t i t l e ,  c l a s s  o f  s e r v i c e ,  a d d re s s  and 
te le p h o n e  num ber o f  th e  p er so n  o r  f i rm  and i t  
s h a l l  n o t  a p p ea r  i n  b o ld  ty p e ,  box o r  o th e r  
fo rm  o f  d i s p l a y  o r  i n  a s t y l e  w hich  d i f f e r e n ­
t i a t e s  i t  from  o t h e r  l i s t i n g s  in  th e  same d i r e c to r y ,
(1 1 ) A member s h a l l  n o t  be  an o f f i c e r ,  d ir e c t o r ,  
s to c k h o ld e r ,  r e p r e s e n t a t i v e  o r  a g e n t  o f  any c o r p o r a t io n  
en g ag ed  In  th e  p r a c t i c e  o f  p u b l i c  a c c o u n tin g  in  any s t a t e  
o r  t e r r i t o r y  o f  th e  U n ite d  S t a t e s  o r  th e  D i s t r i c t  o f  
C o lum bia .
(12) A member s h a l l  n o t  p e r m it h i s  name to  be u se d  
i n  c o n ju n c t io n  w ith  an e s t im a te  o f  e a r n in g s  c o n t in g e n t  
upon f u t u r e  t r a n s a c t i o n s  i n  a m anner w hich  may l e a d  to  
th e  b e l i e f  t h a t  th e  member v o u c h es  f o r  th e  a c c u ra c y  o f  
t h e  f o r e c a s t .
(13) A member s h a l l  n o t  e x p re s s  h i s  o p in io n  on 
f i n a n c i a l  s t a te m e n ts  o f  any  e n t e r p r i s e  f in a n c e d  in  w hole 
o r  in  p a r t  by p u b l ic  d i s t r i b u t i o n  o f  s e c u r i t i e s ,  i f  he 
owns o r  i s  com m itted  t o  a c q u i r e  a  f i n a n c i a l  i n t e r e s t  in  
th e  e n t e r p r i s e  w hich  i s  s u b s t a n t i a l  e i t h e r  i n  r e l a t i o n  to  
i t s  c a p i t a l  o r  to  h i s  own p e r s o n a l  f o r t u n e ,  o r  i f  a
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member o f  b i s  Im m ediate fa m ily  owns o r  i s  com m itted  to  
a c q u i r e  a  s u b s t a n t i a l  i n t e r e s t  in  th e  e n te r p r i s e *  A 
member s h a l l  n o t  e x p re s s  h i s  o p in io n  on f i n a n c i a l  s t a t e ­
m en ts  w h ich  a re  u se d  a s  a b a s i s  o f  c r e d i t  i f  he owns 
o r  i s  com m itted  t o  a c q u ir e  a  f i n a n c i a l  i n t e r e s t  in  th e  
e n t e r p r i s e  w h ich  i s  s u b s t a n t i a l  e i t h e r  in  r e l a t i o n  to  
i t s  c a p i t a l  o r  t o  h i s  own p e r s o n a l f o r t u n e ,  o r  i f  a  
member o f  h i s  im m ed iate  f a m ily  owns o r  i s  com m itted  t o  
a c q u i r e  a s u b s t a n t i a l  i n t e r e s t  in  th e  e n t e r p r i s e ,  u n le s s  
in  h i s  r e p o r t  he d i s c l o s e s  su c h  i n t e r e s t .
(14) A member s h a l l  n o t  make a c o m p e ti t iv e  b id  f o r  
p r o f e s s io n a l  engagem en ts i n  any s t a t e ,  t e r r i t o r y  o r  th e  
D i s t r i c t  o f  C olum bia , i f  s u c h  a b id  w ould c o n s t i t u t e
a v i o l a t i o n  o f  any r u le  o f  th e  r e c o g n iz e d  s o c i e t y  o f  
c e r t i f i e d  p u b l ic  a c c o u n ta n ts  o r  th e  o f f i c i a l  board o f  
a c c o u n ta n c y  i n  t h a t  s t a t e ,  t e r r i t o r y ,  o r  d i s t r i c t .
(1 5 )  A member o f  th e  A m erican  I n s t i t u t e  o f  A cco u n ta n ts  
en g a g ed  i n  an o c c u p a t io n  in  w h ich  he re n d er s  s e r v i c e s  o f
a ty p e  commonly r e n d e r e d  by p u b l ic  a c c o u n ta n ts ,  m ust 
o b se r v e  th e  b y - la w s  and r u le s  o f  p r o f e s s io n a l  con d u ct  
o f  th e  I n s t i t u t e  in  th e  con d u ct o f  th a t  o c c u p a t io n .
(16) A member s h a l l  n o t  v i o l a t e  th e  c o n f id e n t i a l  
r e l a t i o n s h i p  b etw een  h im s e l f  and h is  c l i e n t .
